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THE Jubilee of the Manchester District Society 
of Incorporated Accountants is to be celebrated 
on March 19th and 20th. A programme of the 
proceedings will be found in another column. 
The Society was formed on January 26th, 1886, 
and thus completed the fiftieth year of its 
activities in January last. Two of the founders— 
Mr. Frederic Walmsley and Mr. Arthur E. 
Piggott—have been members of the Committee 
for the whole period of the Society’s existence. 
The celebrations are to take the form of a banquet, 
a luncheon to the founder members, and a ball. 


We publish in this issue a full report of the 
summing up of Mr. Justice Atkinson in what is 
known as ‘‘ The Pepper Case,” in which the three 
defendants were found guilty. The main points 
of general interest relate to the definition of what 
may constitute falsity in a prospectus apart from 
actual mis-statements, and the extent to which 
forward contracts require to be disclosed. 


No definite announcement has yet been made 
as to the date of the Budget, but as Parliament 
will not meet after the Easter recess until April 
2ist it is anticipated that the Budget will be 
introduced about the end of that month, probably 
on the 28th. 

In the House of Commons last month the 
Prime Minister, in reply to a question, explained 
that provision had been made for inclusion of a 
costings clause in contracts for aircraft and 
engines placed in connection with the expansion 
of the Royal Air Force. He also said that 
similar steps would be taken to ensure that 
excessive profits were not made in the orders 
that would be placed to make up deficiencies 
in the other defence services. 


The Government have appointed a Depart- 
mental Committee for the purpose of considering 
what changes in the existing law relating to the 
carrying on of the business of Insurance are 
desirable in the light of statutory provisions 
respecting compulsory insurance against third 
party risks, and by employers against liability to 
their workmen. The Committee is a fully 
representative one with Sir Felix Casselas chairman. 

A Departmental Committee is also to be 
appointed to inquire into the system of Fixed 
Trusts. This follows upon the report of the 
Stock Exchange Committee published in our last 
issue, which stated that legislation was necessary 
to safeguard the public from exploitation because 
the regulations proposed by the Committee would 
afford protection only so far as the action of 
members of the Stock Exchange was concerned, 
as the Stock Exchange Committee had no control 
over non-members. 

The Stock Exchange Committee have had 
another matter under consideration, namely, 
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what is known as “ private placings.” Repre- 
sentations have been made to them that the 
distribution of securities by means of a private 
placing (as opposed to a prospectus or offer for 
sale) reacts unfavourably upon the public and 
the general body of members. It opens the 
door to manipulation, and the investing public 
does not get an equal chance of subscribing for 
the shares. The Committee have come to the 
conclusion that it is desirable as a general rule 
that issues, particularly of ordinary shares, 
should be made on a publicly issued prospectus 
or offer for sale, but they recognise that there 
are exceptions to this rule—sometimes for 
example, the question of expense. 


Sir Perey Thompson, who recently retired 
from the position of Deputy Chairman of the Board 
of Inland Revenue, has joined the Council and 
also the Executive Committee of the Income Tax 
Payers’ Society. His knowledge and experience 
will doubtless prove of great value to that body, 
which has already done useful service for the 
protection of the taxpayer. It may be of interest 
to our readers to learn that the Income Tax 
Payers’ Society has just published an alpha- 
betical index and epitome of some 200 Income 
Tax and Sur Tax cases decided in the Courts 
during the last five years. 


The question of what constitutes the dis- 
tribution of a reasonable part of its income by a 
company came before the Courts in the case of 
Montague Burton, Limited (in Liquidation) v. 
Inland Revenue Commissioners. It was con- 
tended on behalf of the company that the profits 
of the company had been applied since _ its 
inception in providing the necessary capital for 
the extension of the business, and that this 
course had been followed in the year under 
review. It was admitted, however, that although 
a dividend of 100 per cent. had been paid a 
further distribution could have been made, and 
that there were assets available for that purpose. 


On the facts the Board of Referees made a 
direction that the income should be deemed to 
be the income of the members, and their decision 
was upheld by Mr. Justice Finlay and subse- 
quently by the Court of Appeal. The matter 
recently came before the House of Lords, who 
dismissed the company’s appeal on the ground 
that it was not open to the Courts to review the 
findings of the Board of Referees on questions of 
fact where there was evidence, as in this case, 
to support their decision. 


An interesting point was decided recently by 
Mr. Justice Bennett in regard to annuities free 
of income tax. It was held in Re Pettitt that 
where an annuity had been bequeathed free 
of Income Tax and the annuitant had obtained 
repayment of tax, the estate was entitled to the 
proportion of the relief so obtained which the 
annuity bore to the annuitant’s total income. 
In the present case (Re Kingcome ; Hickley v. 
Kingcombe) the question arose as to the course 
to be adopted where the annuitant, who was the 
widow of the testator, refused to make a claim 
for repayment of tax and other beneficiaries of 
the estate suffered in consequence. His Lordship 
decided that the widow was a trustee of her 
statutory right to the repayment of tax, and 
was bound, at the request of the trustees, to 
sign the necessary application for relief. 


The position is different where an annuity is 
bequeathed of such an amount as, after deduction 
of tax, shall amount to a certain sum, as it was 
held in Re Jones that in such circumstances the 
annuitant was entitled to retain the whole of 
any refund of tax obtained, the reference to tax 
in the bequest being made merely to determine 
the amount to be paid each year. 


The Court of Appeal have by a majority 
confirmed the decision of Mr. Justice Finlay in 
the case of Paton (as Trustee for Henry Fenton) v. 
Commissioners of Inland Revenue, upon which 
we published a short article in November last. 
The point at issue was whether repayment of 
Income Tax could be claimed in respect of interest 
on a bank loan although the interest, while 
admittedly “paid” within the meaning of 
Holder’s case, was not paid specifically out of 
taxed income, but merely added by the bank 
to the balance of the loan account. In the 
first instance the Special Commissioners held 
that in such circumstances there was no right to 
repayment of tax as the interest had not been 
paid out of profits or gains brought into charge. 
This view was upheld in the King’s Bench 
Division and has now been confirmed by the 
Court of Appeal. 


The Master of the Rolls, after referring to a 
number of decided cases, stated that where 


payments of interest were made out of a mixed 


fund of taxed and untaxed income there was a 
presumption that the interest was paid out of 
the profits brought into charge to tax, but there 
was no absolute right so to attribute the interest 
payments in all circumstances, and where, as 
in this case, the payments of interest were 
completely segregated from the taxed funds, they 
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could not be deemed to have been made out of 
taxed profits merely because taxed profits were 
available. Moreover, the appellant’s arguments 
to support his contention that the interest was 
paid within the meaning of the decision in the 
case of Holder v. Commissioners of Inland Revenue 
were inconsistent with his claim that the interest 
should be attributed to the taxed income. He 
therefore considered that the appeal should be 
dismissed, and Lord Justice Romer came to 
the same conclusion, but Lord Justice Greene 
dissented. 


In the course of his judgment his Lordship 
pointed out that the balance of profits and gains 
ascertained for Income Tax purposes was not 
represented by an actual asset, but was merely 
the balance ascertained upon the taking of an 
account. In the case of a trader, for example, 
it might be quite different from the balance of 
profit or loss shown by his accounts, being 
normally a notional amount ascertained by refer- 
ence to the accounts of the year preceding the 
year of assessment. In his opinion there was no 
ground for segregating certain transactions, and 
he considered that where an available taxed fund 
existed the tax payer was entitled to claim that 
the interest had been paid out of profits and 
gains brought into charge. 

A question arose before the Judicial Com- 
mittee of the Privy Council in an appeal from 
the judgment of the Supreme Court of Nigeria, in 
the case of Bickersteth v. Shanu as to the meaning 
of a clause in a will whereby certain real property 
was devised. The clause concluded with the 
following words : “* These devises shall take effect 
upon my said son attaining the age of 25 years.” 
The question to be decided was whether the 
devise vested at the death of the testator subject 
to being divested if the son did not attain 25 
years of age, or whether it was contingent upon 
his attaining 25 years. Their Lordships held 
that the true construction of the words “ shall 
take effect ” was that they related to the devise 
taking effect in possession. The devise must 
therefore be construed as vesting at the death 
subject to divesting if the respondent should 
fail to attain the age of 25 years. 

In the Probate Division Mr. Justice Langton, 
in connection with the Estate of J. Finn (deceased), 
had to decide whether a thumb mark constituted 
a valid signature within the meaning of the 
Wills Act, 1837. The testator was illiterate and 
unable to write, and at the time of his death 
had been bedridden for over twelve months. A 
local clergyman prepared the will and read it 


over to the testator. He had been accustomed 
to see illiterate natives execute documents by 
making a thumb impression. He accordingly 
smeared the testator’s thumb with ink and the 
testator pressed that thumb on the space usually 
reserved for the signature. In doing so his thumb 
slipped, and the mark, although duly attested, 
was smudged. His Lordship held that the mark 
constituted a valid signature, but the method 
adopted did not commend itself to the Court. 


With reference to the clearance of assessments 
for Excess Profits Duty which were kept open 
for adjustment under the provisions of sect. 38 
of the Finance Act, 1926, the accounts of the 
Revenue Departments show that on October 7th, 
1935, the amount of Excess Profits Duty in 
assessment, but still unpaid, was approximately 
£6,200,000, as compared with £8,900,000 at the 
corresponding date in 1934 and £10,000,000 in 
1938. Of the total now outstanding approxi- 
mately £5,700,000 has been agreed and is awaiting 
collection, while the balance of £500,000 relates 
to cases in which liability has not yet been finally 
determined. 


A point of some importance has arisen in 
relation to the awards of the London Passenger 
Transport Arbitration Tribunal. The Act pro- 
vides that claimants must elect before a specified 
date whether they will take the amount awarded 
to them in cash or in Transport Board Stock. 
At present market prices stock at its nominal 
amount is more valuable than cash. In the case 
of the Red Rover Company, a one-omnibus 
concern, a total consideration of £9,200 had been 
agreed at an early date and £4,500 had been 
taken on account in cash. Not having made any 
election as to the method of payment the Com- 
pany now asked that they should be awarded 
stock, if not for the whole amount at any rate for 
the £4,700 still due to them. This claim was 
based on the fact that their final election was 
before the date limit. The Tribunal were then 
asked (if they should decide in favour of the Red 
Rover claim) to distinguish between that casc 
and others that had been dealt with where it 
had been held that, the claimants having taken 
cash on account, they could not subsequently 
change their minds and decide to take stock. 
The Renown Company was cited as a case in 
point. 

The matter was adjourned for consideration, 
and the President of the Tribunal, at a subse- 
quent hearing, stated that, having now had the 
opportunity of carefully considering the matter, 
the Tribunal were satisfied that there was a 
distinct difference between the Renown and the 
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Red Rover Companies. In the Renown case 
there was an election to take cash and they had 
received a payment on account after they had 
so elected. In the Red Rover case there was no 
election at all prior to the payment of £4,500 
on account, and the claim was that their 
election was at a later date. There was thus a 
clear distinction. 

The Midland Bank celebrates its centenary 
this year, and as a memento of the occasion a 
volume has been prepared by two members of 
the bank’s staff, giving a history of the Bank 
since its inception. The volume represents the 
work of six years, and is far more than a history 
of the Midland Bank. It is more or less a history 
of banking, showing the development of the 
banking system and presenting a complete 
picture of the converging movement which 
finally welded many scattered units into the few 
great banking institutions which exist to-day. 
Whilst private banking was known from a very 
early time joint stock banks were not permitted 
by law until 1826, and they were not formed in 
London until 1884. The Midland Bank started 
in the Midlands, and did not come to London 
until 1891, when the name was changed from 
Birmingham and Midland to London and Midland. 

It is stated that financial arrangements have 
now been made by the producers for the merger 
of all the Beet Sugar manufacturing companies 
into a single corporation and that the Government 
has been advised accordingly. The terms of the 
amalgamation require the approval of the Tri- 
bunal set up to advise the Minister of Agriculture. 


HIRE-PURCHASE AND SALES. 


HIRE-PURCHASE is a modern development and 
commercial law has, in accordance with its 
general principles, developed with the novelties 
introduced by commercial men into the conduct 
of their affairs. Hence, we find a line of cases 
available to cover most of the forms of contract 
relating to hire-purchase commonly met with 
at the present time. The difficulties arising 
in cases which come before the Courts derive 
not so much from any inherent complexities 
of the rules of law applied to such agreements 
but from the obscurities imported into them by 
commercial men themselves. 

Thus, agreements which are, in reality, con- 
tracts for the sale of goods often masquerade 
as hire-purchase agreements and vice versa. It 
is highly important to be able to distinguish 
the one from the other ; for upon the distinction 


depend frequently questions of ownership—not 
only as between the parties to the agreements 
themselves, but also as between them and such 
third parties as trustees in bankruptcy, pledgees 
or insurers. 

The first principle to note is that it is always 
for the Court, in a disputed or doubtful case, to 
interpret the real meaning and effect of the 
contract ; what the parties have supposed or 
described it to be is of secondary importance. 
For example, in McEntire v. Crossley Brothers, 
Limited (1895), the House of Lords laid it down 
that the Court must examine every part of 
the agreement and every stipulation which it 
contains, and then consider those parts and 
stipulations in their bearing upon each other, 
The plain meaning of the terms employed by 
the parties must, indeed, be given effect to— 
but only where there are no other terms within 
the contract itself which necessarily impose a 
different meaning. In the case before the 
House the parties had employed such expressions 
as ‘“‘lessors”’ and “hirers,” yet the House 
concluded that upon a consideration of the 
contract as a whole the arrangement was for the 
sale and purchase of the goods comprised in 
the agreement—a sale by stipulated instalment 
payments. This further vital point is to he 
considered: that although the contract is for 


the sale of the goods, it does not necessarily 
follow that the property in the goods passed 


upon the signing of the agreement; since, 
providing the parties have made it clear in 
their contract, the passing of the goods may 
be suspended until the fulfilment of a specified 
condition. In this class of contract. the con- 
dition usually is that all the instalment payments 
specified shall have been duly and punctually 
paid. 

In Helby v. Matthews (1895) a piano had 
been hired out by the plaintiff under an agree- 
ment which provided that the hirer should 
become “sole and absolute proprietor” of the 
instrument if he should duly complete payment 
of the specified instalments. After paying some 
of the instalments the hirer pledged the instru- 
ment with the defendant, without the consent 
of the plaintiff; the plaintiff sought to recover 
the instrument from the defendant, and _ the 
latter set up a defence under sect. 9 of the 
Factors Act, 1889, under which he would have 
succeeded had he been able to show that the 
hirer was a person who had “ bought or agree« 
to buy” the piano; for then the effect of the 
delivery to him by the hirer would have been 
the same as if the delivery had been made 
by a mercantile. agent in possession of the 
goods with the consent of the owner, he having 
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received the same “in good faith and without 
notice of any lien or other right of the original 
seller.” The defendant failed in his contention, 
the Court pointing out that although the hirer 
had an option to convert himself into a pur- 
chaser he was not legally bound so to do, and, 
therefore, he had neither bought nor agreed 
to buy the goods. An agreement to buy means a 
legally enforceable agreement to buy. 

Cases frequently arise where the Court has to 
decide whether the particular case before it 
falls within the category of Helby’s case or that 
of Lee v. Butler (1893). In Lee’s case an 
agreement purporting to be one for hire and 
purchase of furniture was held to have been 
one for sale and purchase. The hirer agreed 
to pay for the furniture by two instalments, 
one of £1 on the signing of the agreement and 
the other of £96 4s. three months later. The 
final clause in the contract provided that the 
furniture should become the “ sole property ” 
of the hirer upon the punctual payment of both 
these sums. The Court held that upon the 


signing of the agreement there was a legally 
enforceable obligation to pay both sums, and 
the hirer could not evade the effect of this 
completed sale by omitting to make the second 
payment and returning the goods prior to the 


date when it fell due—or at any time. 

Mr. Justice MacKinnon held, similarly, that 
there had been an out-and-out sale in Taylor v. 
Thompson (1930), where the defendant had 
“hired” a traction engine from the plaintiff 
under an agreement which (a) specified instalment 
payments to be made on specified dates and (b) 
declared that the purchase price of the engine 
should be £400, if the hirer should exercise 
his option to purchase, in which case instalments 
paid under the “hiring” should be credited 
towards the total purchase price. After paying 
instalments amounting to £150 the defendant 
had ceased to pay under the agreement. The 
plaintiff claimed, and was awarded, delivery up 
of the engine hired, together with the balance 
of the purchase price (£250), and, also, damages 
for breach of contract. The measure of damages, 
said the learned Judge, was the loss sustained 
by the plaintiff, in the way of interest, which 
would have accrued upon his receipts had the 
instalments been duly paid on the specified dates ; 
such interest was to be calculated (under the 
provisions of sect. 28 of the Civil Procedure 
Act, 1833) at the current rate of 5 per cent. 
per annum on each instalment from the date 
when it became due and remained unpaid. In 
conclusion, his Lordship said the agreement, 
when its terms as a whole were regarded, must 
be construed as an agreement for sale even 


though some of those terms spoke of a hiring 
arrangement ; as soon as the agreement was 
entered into there was an obligation upon the 
defendant to pay an instalment on each of the 
specified dates. 

It is apparent, therefore, that the real sub- 
stance of each contract must be carefully ascer- 
tained, and its disguise—whether intentional 
or inadvertent—must be penetrated before it 
can be asserted whether goods have been sold 
or merely hired. Of course, the goods may 
be dealt with in both of these ways under one 
and the same agreement. The option given 
to the hirer to convert himself into a purchaser 
is often made dependent upon a variety of 
conditions, in addition to the usual one of pay- 
ment in full of the amount specified by stated 
instalments ; the fulfilment of such conditions 
must be looked to. Again, the hirer has 
generally the option to determine the agreement, 
both in respect to hiring and the ultimate option 
to purchase, subject to specified conditions, 
which generally impose a penalty or forfeit if 
the agreement is so determined within a short 
period after the commencement of the contract. 

On the other hand, the other party to the 
contract, generally designated therein the 
“ owner,” usually retains an option to determine 
the contract under specified conditions, and 
undue exercise of this option or power must 
be guarded against. 

It follows, naturally, that accountancy treat- 
ment of instalment contracts must vary according 
to their real effect. There is no magic in the 
form of contracts divorced from their real 
substance. They cannot simply be labelled 
to secure a desired effect. As Lord Chancellor 
Herschell said in Helby’s case, if a hirer agrees 
to buy the parties cannot by calling the 
agreement one of hiring or “by any mere 
juggling with words ” escape from the consequences 
of the contract. 


WHAT IS INSOLVENCY ? 


A MAN may be said to be insolvent when upon 
an exact balance of his capital and liabilities 
it appears that he has not enough in the world 
to meet all the claims that might be made 
against him by his creditors. There is also 
another meaning, viz., when the debtor is 
unable to meet his current obligations. Prior 
to 1861 there was a distinction between bank- 
ruptey and insolvency. An insolvent debtor 
was a person not a trader who was unable to 
meet his liabilities, whereas only traders could 
be made bankrupt. In ordinary acceptation, 
an insolvent person is one who cannot pay his 
3 
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debts ; a bankrupt is a person who has com- 
mitted an act of bankruptcy and from whom 
the rights over his property are taken. A 
debtor commits an act of bankruptcy if he 
files in the Court a declaration of inability to 
pay his debts. 

The Bankruptcy Act, 1914, includes certain 
statutory provisions for the discretion of the 
Court in granting a discharge from bankruptcy, 
e.g., that the bankrupt has continued to trade 
after knowing himself to be insolvent. There 
is no insolvency within the meaning of this 
offence if a careful, prudent and unhurried 
realisation of the assets would produce enough 
to pay 20s. in the pound on the amount of his 
liabilities, although the trader knew that a 
forced sale would not produce that result. 

By sect. 42 of the Bankruptcy Act, 1914, 
any settlement of property, not being a settle- 
ment made before and in consideration of 
marriage, or made in favour of a purchaser or 
incumbrancer in good faith and for valuable 
consideration, or a settlement made on or for 
the wife or children of the settlor of property 
which has accrued to the settlor after marriage 
in right of his wife, will, if the settlor becomes 
bankrupt within two years after the date of 
the settlement, be void against the trustee in 
the bankruptcy, and will, if the settlor becomes 
bankrupt at any subsequent time within ten 
years after the date of the settlement, be void 
against the trustee in the bankruptcy, unless 
the parties claiming under the settlement can 
prove that the settlor was, at the time of making 
the settlement, able to pay all his debts without 
the aid of the property comprised in the settle- 
ment, and that the interest of the settlor in 
such property passed to the trustee of such 
settlement on the execution thereof. . 

The question of solvency was raised in Re Baker 
(1985). In this case the trustee in bankruptcy 
contended that the settlement was void under 
sect. 42 as the settlor had become bankrupt 
within ten years, and at the date of the settlement 
he had been unable to pay his debts without the 
aid of the property comprised therein. It was 
also contended that the settlement was void 
under sect. 172 of the Law of Property Act, 
1925, as the intention had been to defraud 
creditors. Mr. Justice Farwell, however, upheld 
the contention of the bankrupt that as he had 
an absolute right at any time to raise £150 
(his debts in fact not exceeding £150) out of 
the settled funds, he was solvent at the time 
of the settlement and without the aid of the 
property comprised therein. , 

The factors to take into account in estimating 
solvency were considered in Re Lowndes (1887). 


Upon an application to set aside a post-nuptial 
settlement within ten years of its execution, it 
appeared that if the life interest reserved to the 
settlor under the settlement were taken into 


- account, he was able to pay his debts at the date 


of the settlement, but that if it were not taken 
into account he was insolvent. It was held 
that the settlor’s life interest ought to be taken 
into account in estimating his solvency, and 
that the settlement was valid as against the 
trustee in bankruptcy. 

A power of revocation was one of the means 
of upholding a settlement in Re Lane-Fozx (1900). 
If a voluntary settlement or deed of gift is 
impeached by subsequent creditors whose debts 
had not been contracted at the date of the settle- 
ment, then it is necessary to show either that 
the settlor made the settlement with the express 
intent to delay, hinder or defraud creditors, or 
that after the settlement the settlor had no 
sufficient means or reasonable expectation of 
being able to pay his then existing debts, that 
is to say was reduced to a state of insolvency. 
in which case the law infers that the settlement 
was made with the intent to delay, hinder or 
defraud creditors, and is therefore fraudulent 
and void. No decision can be found anywhere 
inconsistent with the proposition that an honest 
settlement, affirmatively proved to be honest. 
ought not to be set aside merely because sonic 
years afterwards it is proved to have the effect 
of defeating and delaying subsequent creditors. 

There seems, prima facie, no reason why the 
settlor’s own interest should not be included 
in the phrase “ without the aid of the property 
comprised in the settlement.” This point was 
dealt with in Re Lowndes (ante), where it was 
said: “Suppose a young man, having no 
property but an estate tail in remainder on the 
death of his father in large landed property, 
does what is very common, viz., at his father’s 
request joins in re-settling the property, reserving 
to himself on the settlement a life estate only, 
could it be contended that the settlement might 
be avoided on his becoming bankrupt within ten 
years simply on its being shown that he owed 
at the time £1,000 or so which he could not 
pay without taking into account the value of 
his interest under the settlement, which might 
amount to many thousands of pounds ?” 


INCORPORATED ACCOUNTANTS LONDON 
AND DISTRICT SOCIETY. 


RECEPTION AND DANCE. 


The reception and dance, which was from 
February 14th owing to the death of King George, will be 
held at Incorporated Accountants’ Hall on Friday, 
April 3rd, commencing at 8.30. 
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Society of Incorporated Accountants 
and Qubditors. 


MEMBERSHIP 
The following additions to and promotions in the 
pean any = of the Society have been completed since 
our 


ASSOCIATES TO FELLOWS. 
FetTEs, ALBERT GEORGE, 15, George Street, Mansion 
House, London, E.C.4, Practising Accountant. 


ome. Harry (Patterson, Greenwood & rag 
Fins Pavement House, 120, Moorgate, London, 
E.C2, Practising Accountant. : 


HunTLEY, CHartes Henry, Clerk and Accountant to 
the Urban District Council. of Penrith, Town Hall, 
Penrith, Cumberland, 


Moore, WALTER Epwarp, 95, Queen Street, Sheffield, 
ing Accountant. 


Warwick, Haro tp, City Treasurer, Town Hall, Wake- 
field. 


ASSOCIATES. 

ABERNETHY, WILLIAM LEsLIE, Borough Treasurer’s 
Department, Church Street, Darwen. 

Apams, Ceci. GrorGe, with Allan Charlesworth 
. ae 17, St. Helen’s Place, Bishopsgate, London, 

.C.3. 

ArzaL, Syep Auman, formerly with Muir, Moody & Co., 
20, Newgate Street, London, E.C.1. 

ALLEN, D’ArRcy Curzon, A.C.A. (Brebner, Allen & Co.), 
7, New Square, Lincolns Inn, London, W.C.2, Prac- 
tising Accountant. 

ARCHER, STANLEY, with Percy F. Ward & Co., 27, 
Mosley Street, Newcastle-upon-Tyne. 

ArmiT, RoBert, with James Condie & Co., 3, East 
Port, Dunfermline. 

AsucroFT, GrorRGE DENMAN, with Greenhalgh, 
Sharp & Co., 30, Brown Street, Manchester, 2. 

BatLey, WILFRID, Deputy Borough Treasurer, Town Hall, 
Wednesbury. 

Bamp, Joun Witu1am, with Atkinson & Boyd, State 
Building, 18, Arthur Street, Belfast. 

BARNDEN, ARTHUR, with Larking & Larking, Invicta 
Chambers, Pudding Lane, Maidstone. 

Bata, VINCENT, with Harry L. Price & Co., 47, Mosley 
Street, Manchester, 2. 

BeLLaAMy, ARTHUR, with S. I. Wallis, 3, King John’s 
Chambers, Bridlesmith Gate, Nottingham. 

BourNE, CHARLES NorMAN, with Josolyne, Miles, Page 
and Co., 28, King Street, Cheapside, London, E.C.2. 

Bow.Ley, Eric Epwarp, with Butchart, Carey, Dalman 
and Co., 47, Queen Victoria Street, London, E.C.4. 

BreBpNer, Noet James, A.C.A. (Brebner, Allen & Co.), 
7, New Square, Lincolns Inn, London, W.C.2, Prac- 
tising Accountant. 

Brockxs, Witt1am James, Deputy Borough Treasurer, 
Municipal Offices, Bromley. 

Brown, Joun Fintay, with John Brown & Co. 
Exchequer Chambers, 23, Exchequer Street, Dublin. 

Burstow, Dennis Cyrit, with Mannington & Hubbard, 
Endwell Chambers, Endwell Road, Bexhill-on-Sea. 

Cannon, FRED, with Noon & Elsworth, Century Buildings, 
31, North John Street, Liverpool. 

CarnocHan, JoHn Go.perR, with H. Noel French, 
Ormrod & Co., 3, Fenwick Street, Liverpool, 2. 

Cuapwick, Henry GEoRGE, National Insurance Audit 
Department, 4, Lonsdale Street, Stoke-on-Trent. 

CuEESMAN, Frank, Assistant to Chief Accountant, Port 
of London Authority, London, E.C.3. 


CLoucu, ALBERT GEORGE, with J. Paterson Brodie 
and Son, Moor House, Moorland Road, Burslem, 
Stoke-on-Trent. 

Cookman, GiLes ApDoLPHus, with David Owen & Co., 
Bank Chambers, Devizes. 

Corrock, JoHn Epwarp, with Morgan, Crumpton, 
Cappleman & Co., Paragon House, Paragon Street, 
Hull. 


Cox, SypDNEY Whitson, with Whitfield, Wilson, 
Couper & Co., Martins Bank Chambers, Park Row, 
Leeds 


Creep, FREDERICK SHERMAN, B.Sc., H.M. Inspector of 
Taxes, Torwood Gardens Road, Torquay. 

CREED, STANLEY WILLIAM, with Henry J. Burgess & 
Co., 14, St. Mary Axe, Leadenhall Street, London, 
E.C.3. 

Crick, Maurice Artuur, with Clinch, Legge & Co., 
52, Bedford Row, London, W.C.1. 

Cuckow, Puiture Epwarp, Audit it, Co- 
operative Wholesale Society, Ltd., 82, Leman Street, 
London, E.1. 

Cunpy, Francis WILLIAM, with Ware, Ward & Co., 
Lloyds Bank Chambers, 1, Vaughan Parade, Torquay. 


Date, ArTHUR Burton, with Edwin Guthrie & Co., 
71, King Street, Manchester, 2. 

DANDEKER, GANESH Manapev, B.A., formerly with 
M. K. Dandeker & Co., National Insurance Buildings, 
Esplanade, Madras. 


Davipson, GeorGE Smiru, with Tyler & Wheatcroft, 
75, New Street, Birmingham. 

Dawson, GrEorRGE WitiiaM, formerly with Forster. 
Scollick & Co., Pearl Buildings, Northumberland 
Street, Newcastle-upon-Tyne. 

Daykin, JOSEPH, with Hubbart, Durose & Pain, 18, 
Low Pavement, Nottingham. 

Daawan, ANAND Praxkasn, B.A., formerly with 
Sahgal, Chatrath & Soni, 8, Ferozepur Road, Lahore. 

DincLeE, GeorGe Enric, City Treasurer’s Department, 
The Guildhall, Portsmouth. 

Dopncer, Leste CHARLES, with Allnutt, Bradfield & Co., 
3-4, Clements Inn, London, W.C.2. 

Driver, RoNaALD Epwarp, Borough Treasurer’s Depart- 
ment, 13, Balmoral Road, Gillingham, Kent. 

Dumont, BAstLE GerorGEs, with C. H. Tolley, Row- 
lands & Co., 18, Buckingham Street, Adelphi, n, 
W.C.2. 

EacGies, Epwin BEerNarp, Finance Department, Middle- 
sex County Council, 10, Great George Street, West- 
minster, London, S.W.1. 


FiaLkxo, Lewis, with E. W. Longhurst & Co., Portland 
House, 73, Basinghall Street, London, E.C.2. 

FieLtp, Joun Epwarp, with Viney, Price & Soeeyane. 
Empire House, St. Martins-le-Grand, London, E.C.1. 


GARDINER, GoRDON CHARLES WILLIAM, with Godfrey 
& Southon, Midland Bank Chambers, Rolle Street, 
Exmouth. 

GARNER, RONALD, The Hollins, 16, New Street, Leicester, 
Practising Accountant. 

Gress, WALTER JouNn, Accountant’s Department, Metro- 
politan Water Board, 173, Rosebery Avenue, 
London, E.C.1. 

GREENWOOD, Epwarp, with Oates & Co., 
371-377, Corn Exchange Buildings, Manchester 4. 

Grecory,! Howarp PeERcIvAL, with Parsons & Jolliffe, 
County Buildings, Market Street, Ebbw Vale. 

Groom, Tuomas MINDEN, with A. Bewley, Town Hall, 
Salford, 3. 

Gunpry, Ivor GreorGE, with Edwards & Edwards, 22. 
High East Street, Dorchester. 


HANDEL, FRED, with J. P. W. Goodwin & Son, Chan- 
cery Lane Station Chambers, High Holborn, London, 
W.C.1. 

3* 
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Harpy, Haro.tp (Kitson & Hardy), 13, Barstow Square, 
Wakefield, Practising Accountant. 

HERBERT, DuNsSTAN ANTONY, with Chalmers, Wade 
& Co., 24, Coleman Street, London, E.C.2. 

Hirt, Pamir Granam, formerly with Stephenson, 
Smart & Co., Broadway, St. Ives, Hunts. 

JARDINE, JoHN, with J. E. Pattison, 8, West Street, 
Gateshead. 

KACHEL, Epwin Paut, with Martin, Farlow & Co., 34 
and 36, Gresham Street, London, E.C.2. 

KEDGE, Percy JOHN, with Cash, Stone & Co., 48, 
Copthall Avenue, London, E.C.2. 

Knott, Tom, with Horace B. Leah, 9, Warren Street, 
Stockport. 

LEAPER, GEORGE WILLIAM, formerly with Woolley & 
Waldron, 8 and 10, Portland Terrace, Southampton. 

LENNOX, VINCENT HEDLEY, with Crawford & Allen, 
2, Wellington Place, Belfast. 

LeopaRD, Harotp JosePpH Howarp, with S. T. 
Pengelly, 23, Ilton Road, Cardiff. 

LirTLE, MauricE VAUGHAN, with Deloitte, Plender, 
Griffiths & Co., Midland Bank Chambers, 97, Bute 
Street, Cardiff. 

LocKE, RoLanp, Audit Office, Co-operative Wholesale 
Society, Ltd., Corporation Street, Manchester, 4. 


McBripe, Rospert WILLIAM, with Oughton, Boyd, 
MeMillan & Co., 14-18, Coates’ Buildings, Castle 
Street, Belfast. 

MaLuik, Byom Kesn, B.Sc., formerly with S. R. 
Batliboi & Co., 1s, Old Post Office Street, Calcutta. 

MARTIN, Epwin Henry RIDGEWELL, with Barton, 
Mayhew & Co., Aldermans’ House, Bishopsgate, 
London, E.C.2. 

MarTIN, WESLEY Jonn, with Hugh Smylie & Sons, 
13, Donegall Square North, Belfast. 

MASKELL, ALBERT Epwarp, with Weeks, Hillyard 
. ry Weavers’ Hall, 22, Basinghall Street, London, 

.C.2, 

Mitt, Henry Jonn Scott, formerly with Kimpton, 
Holland & Co., Tredegar Chambers, Bridge Street, 
Newport, Mon. 

Moore, HERBERT ERNEs‘t, with Cooper, Cozens & Co., 
8, East Stockwell Street, Colchester. 

PAYNE, Haro.p, with Charles R. Blissett, Waterloo 
Chambers, Fir Vale Road, Bournemouth. 

Pracn, Dennis CHARLES Epwarp, City Treasurer's 
Department, The Guildhall, Portsmouth. 

PEARSON, ALBERT, with Porter, Matthews & Marsden, 
43, Preston New Road, Blackburn. 

Pirie, Jonn Wiii1aM, Audit Department, Ministry of 
Health, 24, Swift Gardens, St. Giles, Lincoln. 

PRINCE, Epwin STANLEY, with Cooper, Parry, Hall, 
Doughty & Co., 102, Friar Gate, Derby. 

Ricwarps, STANLEY JOHN, with W. Vincent Vale 
& Co., 16, Waterloo Road, Wolverhampton. 

Ritcu, Joun, with Rawlings & Wilkinson, John Street, 
Sunderland. 

SrEDHOUSE, Jack, A.C.A. (T. Harold Platts & Co.), 
126, Colmore Row, Birmingham, Practising 
Accountant. 

SHAPLAND, WriLiiAM ArrHuR, with Allan, Charles- 
worth & Co., 17, St. Helen’s Place, Bishopsgate, 
London, E.C.3. 

Suay, ALAN Crisp, with Keens, Shay, Keens & Co., 
Bilbao House, New Broad Street, London, E.C.2. 
S1gwart, GEORGE VINCENT, with Kilby & Fox, 
Drury Chambers, Market Square, Northampton. 
SimmonpDs, ANTHONY CECIL, with Wheeler, Monro & 
Campbell Brodie, 5, King Street, Covent Garden, 

London, W.C.2. 

Sinnott, Ernest, Deputy Borough Accountant. Town 

Hall, Worthing. 


SmirH, Donatp ALFRED, with Gray, Stainforth, 
Newton & Co., 31, Lombard Street, London, E.C.3. 

Sproson, WiLFRED CLARENCE (T. E. Lowe & Co.), 
Grosvenor Chambers, 73, Lichfield Street, Wolver- 
hampton, Practising Accountant. 

TayLor, CHARLES Barry, with Peat, Marwick, 
Mitchell & Co., 2, Park Place, Leeds, 1. 

Toucu, Rosperr Maccitiivray, County Accountant’s 
Department, County Offices, Bucks County Council, 
Aylesbury. 

WaLKER, Tuomas Patrerson, formerly with Percy 
Hodgkinson & Co., Osborne Chambers, 48, Sundridge 
Road, Bradford. 

WHEELER, RONALD, with Whittaker, Bailey & Co., 
3, Portland Street, Southampton. 

Wippicomse, SamMuet HERBERT, with Nevill, Hovey, 
Smith & Co., 9, Market Street, Newton Abbot. 

WIGHTMAN, JoHN WILLIAM, with Keens, Shay, Keens 
& Co., 69, High Street, Stony Stratford, Bucks. 

Wiikes, SAMUEL JouN, with Griffin & Co., Daimler 
House, 33, Paradise Street, Birmingham, 1. 

Woop, Ricuarp Ayn, A.C.A. (Woodington, Bubb & Co.), 
64, West Smithfield, London, E.C.1, Practising 
Accountant. 


Incorporated Accountants’ Pociety 
of fanchester and District. 


FIFTIETH ANNIVERSARY CELEBRATIONS. 
Programme of Arrangements. 


Thursday, March 19th : 

Evening: Banquet of the Society in the Banqueting 
Hall of the Midland Hotel at 6 for 6.15, preceded by a 
reception by the President, Mr. William A. Nixon, 
F.S.A.A., and Mrs. Nixon. 

Friday, March 20th : 

Morning : Complimentary luncheon in honour of the 
founder members, Mr. Frederic Walmsley and Mr. Arthur 
E. Piggott, in the Midland Hotel at 12.30 for 12.45. 

Afternoon: Arrangements are being made for a visit 
to places of interest in the city or district. 

Evening: Ball of the Society in the Banqueting Hall 
of the Midland Hotel. Reception by the President, Mr. 
William A. Nixon, F.S.A.A., and Mrs. Nixon, at 7.30 p.m. 
Dancing from 7.45 p.m.—1 a.m. 

A whist drive is being arranged for those who would 
like to play cards, from 8.30 p.m.—9.45 p.m. approxi- 
mately, and again following supper. Supper at 10 p.m. 
Cabaret. 

Having regard to the generous contributions made to 
the Committee’s Jubilee Fund by the members, it has 
been possible to fix a low price for the tickets, the prices 
of which are as follows :— 

Banquet . ; ia -. 12/6 each 
Ball es - - -- 9/6 each 
Luncheon . oa 6/6 each 

(In each case exclusive of wines.) 

The Committee would welcome applications for tickets 


from any member of the Society, particularly from those 


who at some time have been Manchester members. The 
attendance of members’ ladies will be welcomed at any 
of the functions. > 

Applications for tickets should be made not later than 
Wednesday, March 11th, to Mr. Halvor Piggott, F.S.A.A., 
Joint Hon. Secretary, Incorporated Accountants’ Society 
of Manchester and District, 37, York Street, Manchester 1. 
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Incorporated Accountants’ District 
Society of Cumberland and 
Westmorland. 


—E 


ANNUAL DINNER. 

The annual dinner of the Cumberland and Westmorland 
District Society of Incorporated Accountants was held 
at Carlisle on January 31st. The Prestpent, Mr. Edmund 
Lund, M.B.E., presided, and was supported by Mr. 
Henry Morgan (Past-President, Society of Incorporated 
Accountants and Auditors), the Mayor and Mayoress of 
Carlisle (Mr. and Mrs. J. R. Potts), Bishop Logie Danson 
and Mrs. Danson, Mr. F. G. Webster (Town Clerk) and 
Mrs. Webster; Mr. Sidney Larkin (Vice-President of 
the Institute of Municipal Treasurers and Accountants) ; 
Mr. W. Fisher and Mrs. Fisher; Mr. and Mrs. Lionel 
Lightfoot ; Mr. E. J. Williams (Vice-President of the 
District Society) and Mrs. Williams ; the Deputy Mayor 
and Mayoress of Carlisle (Mr. and Mrs. J. C. Studholme), 
Mr. J. A. Morton (President of the Carlisle and District 
Law Society) and Miss Morton; Dr. W. Fraser (repre- 
senting the Carlisle Insurance Committee) and Mrs. 
Fraser; Mr. E. E. Edwards (Parliamentary Secretary 
of the Society of Incorporated Accountants); Dr. J. B. 
Watson Telford and Mrs. Telford ; Mr. H. St. J. Phillips 
(Chairman, Carlisle Centre of the Newcastle-upon-Tyne 
Insurance Institute) Mr. W. A. Scales (Secretary, 
Incorporated Secretaries’ Association, Carlisle and District 
Branch), Mr. W. H. McKenrick (Secretary of the 
Newcastle-upon-Tyne Institute, Carlisle centre), Mr. J. S. 
Sutherland (Honorary Secretary, Cumberland and West- 
morland District Society of the Institute of Municipal 
Treasurers and Accountants), Mr. M. H. Groves and 
Mr. J. E. Spoors (President and Honorary Secretary, 
Newcastle-upon-Tyne District Society), Mr. W. A. Nixon 
(President, Manchester and District Society), and Mr. 
R. S. Duthie (Honorary Secretary, Cumberland and 
Westmorland District Society). 

The CHarRMAN, in proposing “The King,” referred 
to the profound respect which he knew there had been 
in the hearts of all of them for their late King George V, 
and ‘said he was sure that they, like him, would desire 
to express their sincerest wishes that King Edward VIII 
would have a long and happy reign. 

BisHop Danson, in proposing the toast of “ The 
City of Carlisle,” coupled with it the name of the Mayor 
of the city. He referred to the historic interest of the 
city and its buildings, the advantages it possessed in 
a body of conscientious and progressive men controlling 
its local government. One of the features of Carlisle 
was its prosperity. The men who planned the future 
of the city were wise in their day. They did not allow 
it to be a city of one trade, and the consequence was that 
that city had, in a remarkable way, got over the 
difficulties of recent years. The number of unemployed 
was remarkably low compared with the population of 
the city. But Carlisle’s greatest charm of all was its 
good government. They were fortunate in having among 
their city fathers men who were much in earnest about 
the city, and had the good of the citizens so much at 
heart that they spared no time or trouble for the benefit 
of their fellow citizens. Bishop Danson also recalled with 
pleasure and gratitude the friendly relations which 
existed between the authorities of the Cathedral and 
the civic leaders. 

The Mayor or CaruisLe (Mr. J. R. Potts), replying 
to the toast, emphasised Bishop Danson’s remarks 
concerning the prosperity of the city and the happy 


relations existing between the Dean and Chapter and the 
Corporation. He stressed the value of the Chairman’s 
services to the City of Carlisle, in his capacity as its 
Treasurer, and wished him a pleasant year of office. 


Mr. Lione. Licarroor, proposing the toast “* The 
Society of Incorporated Accountants and Auditors,” 
said accountancy was a very honourable profession, 
and it was very right that it should have a Socicty such 
as theirs to look after its wellbeing. He understood that 
the Society was formed in 1885, and that it had there- 
fore not so long ago celebrated its first half-century 
of existence. That it had become successful was quite 
clear, for he had been given to understand that it had 
no less than 6,600 members. He had been looking through 
a book that day which gave him some account of the 
activities of the Society, and he was particularly interested 
to note that in 1934 2,006 candidates sat for their exam- 
inations in one form or another, and that in the Final 
examination, in which 794 sat, 54 per cent. of them 
failed to pass, which showed what a high standard 
it was necessary to attain before one could become an 
Incorporated Accountant. He also noted that the 
Society had branches all over the world—in Scotland, 
Ireland, Australia, South Africa, and Canada—and 
that there were District Societies all over England 
and Wales. He noted with interest, too, that one of the 
chief objects of the Society was to do all such things 
as might be necessary to elevate the status and procure 
the advancement of the interests of the profession, 
and it seemed to him now that in all professions and 
trades where they had societies and institutions which 
had the object of the advancement of the particular 
profession or trade for which they were founded, all 
members of that profession should join them for the 
benefit not only of themselves, but also of the pro- 
fession. He hoped, therefore, that this Society would 
increase in its numbers and would go forward, con- 
tinuing to do the wonderful work it was now doing. 
As far as the local position was concerned, he believed 
the Cumberland and Westmorland Society was formed 
in 1926, and he felt sure it did much to bring the Incor- 
porated Accountants of the two counties together for 
their mutual benefit. Their good friend, Mr. Lund, 
he saw, was the first President, and was a member of 
the Council of the Parent body, while Mr. Henry Morgan, 
who was also with them—one of the best known 
accountants in the country—was a Past-President of the 
Parent Society. Another little point that had struck him 
as being of interest was that the Society had headquarters 
in London, in the building formerly known as Astor 
House, which, as they knew, was one of the most wonderful 
examples of British craftsmanship. Those were premises 
which did justice to the Society, and it was wonderful 
to think that they would be preserved by such a body of 
people. All trades relied on accountants. Yet he had 
been wondering lately why accountancy had increased 
so much in past years, because nowadays, it seemed 
to him, everybody had to fly to an accountant to help 
him, almost as one flew to a doctor, or a solicitor. Perhaps 
the explanation lay in the fact that nowadays there 
was such difficulty in avoiding unjust income tax claims 
by a rapacious government. (Laughter.) In this respect 
accountants were doing a great service to the community. 
He always thought it was very unfair that the Govern- 
ment of this country claimed income tax from its humble 
subjects whether it was entitled to it or not. while the 
humble subject had to seek and then pay an accountant 
to get it back. (Laughter.) He thought the Government 
ought to pay the accountant’s fee where the subject 
was successful. 
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Mr. Henry MorGan (Past-President of the Society of 
Incorporated Accountants), in responding, said he wished, 
first of all, to associate himself with what had been said 
regarding the great loss which the country had sustained 
through the death of His late Majesty, King George V, 
and with the fervent hopes that had been expressed for 
the long life and happiness of his successor, King 
Edward VIII. It was customary for the responder 
to the toast of the Society to refer to matters of special 
interest to members of the profession and of the Society. 
In this regard he always felt a certain amount of sympathy 
with the non-accountancy guests present, because much 
that was said on the subject of accountancy must to 
them be somewhat dry and uninteresting. In following 
the usual custom, therefore, he was going to ask their 
indulgence. Some two months ago the Chairman of a 
very large and important holding company, when 
addressing the shareholders at the annual general meeting, 
made the following general observations in the course of 
his speech: “I do not suppose there are many of my 
audience who are simple enough to believe that a com- 
pany’s acounts, particularly a holding company, set 
forth the actual and exact profits earned in each year. 
The items on which different views can be taken, some- 
times with perfect honesty and sometimes with less, 
sometimes with prudent foresight and sometimes with 
light-hearted lack of it, are legion, and between the two 
extremes I would almost undertake to draw up two 
balance sheets for the same company, both coming 
within an auditor's statutory certificate, in which 
practically the only recognisable items would be the 
name and the capital authorised and issued. . . . It is 
possible within the law to present a more or less truthful 
but entirely misleading position of affairs, and it is done 
more often than it should be done, and, apparently, 
almost always successfully done—that is, the true 
position passes undetected by the shareholders until, 
too late, they find themselves in liquidation or recon- 
struction. I think their attention should be called to 
the danger, so that they may be more alive to its detection 
and the steps to be taken when it is detected.” Later 
in his address, in referring to his company’s accounts, 
that chairman said: ‘*‘ We do not bring into the balance 
sheet the whole of the profits our activities have created. 
We bring in only just so much as we require to pay the 
dividends we recommend, and to place to general reserve, 
or add to the carry-forward, so much as we consider 
will make a pretty balance sheet.”” The irony of the 
situation, said Mr. Morgan, lay in the fact that the balance 
sheet had been reported upon by the auditors as being 
properly drawn up so as to exhibit a true and correct 
view of the state of the company’s affairs. That chairman’s 
speech obtained very wide publicity. Financial and other 
publications commented upon it at considerable length, 
and The Accountant referred to it under such headings 
as “Shocking Frankness,” and “A Pretty Balance 
Sheet.” One of The Accountant’s observations was : 
“It seems to us that accountancy is reduced to a 
farce, and that our profession runs the risk of being 
brought into public ridicule if accounts which have been 
solemnly audited and presented are, in effect, said by 
the person ultimately responsible for them, to be almost 
entirely devoid of meaning. Why publish accounts 
at all?’ What surprised him, said Mr. Morgan, was not 
the “* shocking frankness,” but the apparent unwillingness 
to recognise and admit the fact that what the chairman 
of this company had said was literally true, and entirely 
justified in the light of existing law and practice in regard 
to the accounts of holding companies. For admittedly 
a part of the profits of the subsidiary companies had 
not been brought into account. Therefore, the profit 


_ 75 per cent. of their share capital. 


and loss account could not be correct, and the samc 
observation consequently applied to the balance sheet. 
Let them consider the position of an auditor of a holding 
company, who might raise an objection to certifying as 
true and correct the accounts of a holding company 
where, as so frequently happened, the profits of sub- 
sidiary companies had only partially been brought in. 
If he contended that the profit and loss recount was 
not correct according to accountancy principles, he 
could be told that the profit and loss account was no 
concern of his, as he was not required to certify the 
profit and loss account, and that legally only such part 
of the profits of subsidiary companies as the directors 
might decide to declare in dividends need be brought 
into the accouut in arriving at a profit for the year. The 
directors also could point to those provisions of the 
Companies Act which laid down that as regards the 
profits of subsidary companies a statement has to be 
signed by the directors of them, and the auditors have 
no concern whatever with it. Now the auditor of a 
holding company was in no sense to blame. He simply 
could not help himself, and he had to certify as true and 
correct accounts which were not true and correct in 
any sense other than that they complied with legal 
requirements. It might seem a strong statement for 
him to make, but as the law stood at present the auditor's 
report to the shareholders was practically worthless 
as an assurance of the truth and correctness of the balance 
sheet and accounts of a holding company. The present 
Companies Act, in conjunction with the almost general 
adoption of the subsidiary company principle, had in 
truth had the effect of reducing the auditor’s report 
“to a farce.” The chairman of the company he had 
referred to bore a name highly honoured in the land. 
and in his opinion that chairman, in making his frank 
and straightforward statement to his shareholders, had 
rendered an important service in exposing the weakness 
of the present Companies Act. The young accountant 
of to-day would find it difficult to appreciate the enormous 
change that had taken place during the last 25 years. 
He had recently been endeavouring to obtain copies 
of the published accounts of important companies 
issued prior to the War. This had not been easy, but 
he had been able to get the accounts of thirteen large 
and important companies issued between 1903 and the 
commencement of the War. These thirteen companics 
were representative of trade and industry, comprising 
manufacturing in several branches, shipping, and large 
retail businesses. With one exception, these companies. 
according to those balance sheets, had no investments 
in subsidiary companies. Their total capital amounte: 
to nearly 28} million pounds, and the accounts were 
drawn up in such a manner as to conform to soun« 
accountancy principles. But the most recent accounts 
of these companies showed the enormous change that 
had taken place. Their share capital had increased to 
nearly 75 million pounds, but the significant feature 
was that every one of them had substantial interests 
in subsidiary companies amounting to slightly over 
54 million pounds. That was equivalent to no less than 
72 per cent. of their issued share capital, and if he added 
the debts due by subsidary companies, it was well over 
That meant that in 
the balance sheets of those companies information was 
withheld from the shareholders as to how 75 per cent. 
of the total capital was represented. An equally 
important consideration was the profit and loss accounts. 
for in not one of the thirteen companies he had mentione‘ 
had the full results of their subsidiary companies bee! 
given effect to in their profit and loss account. I" 
nearly all of these cases there was a directors’ statemen! 
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to the effect that the subsidiary companies’ results 
had been included to the extent of dividends received 
therefrom. This meant that none of the results arrived 
at had been according to accountancy principles and 
methods. The amount of the profit derived from three- 
quarters of the company’s capital was fixed by the 
directors. Urgent representation as to the need for 
amendment of the law had been forthcoming from the 
Chambers of Commerce, which could rightly be regarded 
as representative of trade and industry throughout the 
country. Financial writers in newspapers and periodicals 
had also emphasised the importance of amending legisla- 
tion, and questions were constantly asked in Parliament 
regarding the same subject. In view of this general demand 
for legislation, it was surprising to find some opposition 
within the ranks of accountants themselves, for it was 
their profession which stood to lose so greatly from the 
unsatisfactory state of the law in regard to accounts 
and audit. He maintained that there were two important 
matters in which the Companies Act required amendment. 
These were firstly with regard to subsidiary companies, 
so that they should not be allowed to nullify the pro- 
visions as to the contents of the balance sheet, and 
secondly as regards the profit and loss account, so 
as to require that the auditor should report thereon 
as to whether in his opinion it showed the true and 
correct result of the company’s operations, including 
those of subsidiary companies. In conclusion, he wanted 
to make it clear that he meant no reflection upon the 
directors of public companies generally. Although 
cases of abuse frequently came to light, they constituted 
a very minute fraction of public companies as a whole, 
and the comparative freedom from abuses in connection 
with company practice was the strongest testimony to 
the integrity of those men who were responsible for the 
conduct of trade and industry in the country. It only 
remained for him to thank Mr. Lightfoot for the able 
and delightful terms in which he had proposed the toast 
of their Society. (Applause.) 

Mr. F. Grirrira, of Kendal, in proposing the toast of 
“ Kindred Societies,” referred to the presence at the 
dinner of representatives of the Institute of Municipal 
Treasurers and Accountants, the Carlisle and District 
Law Society, the Newcastle-upon-Tyne Insurance Institute, 
the Carlisle Insurance Committee, the Incorporated 
Secretaries’ Association, the Newcastle Insurance 
Institute, and other District Societies of Incorporated 
Accountants, whom he assured of the most cordial 
appreviation of their presence. 

Mr. SypNEy LarkIN, City Treasurer of Coventry, 
responding to the toast, said that the connection between 
the Society of Incorporated Accountants and the Institute 
of Municipal Treasurers was very close, since most 
Municipal Treasurers were Incorporated Accountants 
themselves. 

Mr. E. J. Wituiams, Vice-President of the District 
Society, proposed the toast of ‘‘ The Visitors.” 


Mr. W. Fisner, responding, said they had had that 
evening one or two definitions of an accountant. Mr. 
Lightfoot had referred to accountants as doctors. He 
(Mr. Fisher) would put it another way. He thought he 
would prefer to say they were physicians of accounts, 
who detected the doctors of accounts and got them their 
deserts. (Laughter.) It had been emphasised that 
night that the accountancy profession was a very honour- 
able one, and he knew how very onerous were the duties 
of members of the accountancy profession, particularly 
after the passing of the Companies Act of 1929, and 
they all knew how the law had straightened up a lot of 
the shortcomings of company directors. But he was 


pleased to hear such an excellent handling of the subject 
of an accountant’s duties in connection with holding 
companies. He had learnt a great deal from Mr. Morgan’s 
speech. Accountancy was a very old profession—very 
much older than its Society. He would not be surprised, 
he would not dispute the fact, if he was told that Noah 
had an accountant in his ark. (Laughter.) But as 
showing the great importance of the accountancy pro- 
fession particularly in industry and commerce, he did 
not think there was any other profession that had been 
honoured nationally to such an extent. On behalf of 
the visitors present, he thanked them for their kind 
invitation, and most excellent hospitality. 


Incorporated Accountants’ Students’ 
Society of London and Pistrict. 


ANNUAL MEETING. 

The annual general meeting of the Incorporated 
Accountants’ Students’ Society of London and District 
was held at Incorporated Accountants’ Hall on 
February 19th, the Vice-President (Mr. G. Roby Pridie, 
F.S.A.A.) in the chair. 

In moving the adoption of the report and accounts 
for the year 1935, Mr. Pridie said :—The revenue of the 
Society showed a shrinkage of £51 and the expenditure a 
drop of £60, the result being an increased surplus of £9 
for the year. Substantial savings in expenditure had 
been effected under the heads of printing, reporting and 
publication of ‘* Transactions,’ whilst there had been no 
items of special expenditure as in 1934. A further sum of 
£175 had been invested in the 5 per cent. debentures of the 
Parent Society. During the year the membership of the 
Society had increased by 157. A gratifying feature of 
the increase was the fact that so many of the students 
after passing their Final examination had continued their 
membership of the Students’ Society under the category 
of members not in practice. Another gratifying incident 
of the past year was the conferment on Sir Stephen 
Killik of the Honours mentioned in the report. The 
syllabus of the last two sessions was full of interest and 
well up to standard, attracting large attendances and 
lively discussions, and the dance held last October was 
enthusiastically supported by the students, who were 
received by the Lord Mayor and Lady Mayoress. 

Members of the London Students’ Society had again 
been prominent in the Examination Honours lists, ten 
of them attaining the Honours standard. On behalf of the 
Committee he desired to tender to them his sincere 
congratulations on their success which, he trusted, might 
prove a good omen and not only a foretaste of their future 
welfare in the profession. 

The motion was seconded by Mr. E. J. Gamble, 
A.S.A.A., and unanimously carried. 


OFFICERS AND COMMITTEE. 

The following Officers and Committee were appointed 
for the ensuing year :—President, Mr. G. Roby Pridie, 
F.S.A.A.; Vice-President, Mr. H. E. Colesworthy, 
F.S.A.A., F.C.A. ; Committee : Mr. W. Strachan, F.S.A.A.., 
Mr. S. T. Morris, F.S.A.A., Mr. A. A. Garrett, M.B.E., 
M.A., Mr. C. E. Wakeling, F.S.A.A., Mr. W. D. Menzies, 
F.S.A.A., Mr. F. R. Witty, A.S.A.A., Mr. E. J. Gamble, 
A.S.A.A., Mr. N. J. Robertson, A.C.A., and Mr. J. A. Allen ; 
Honorary Treasurer, Mr. Henry J. Burgess, F.S.A.A. ; 
Secretary, Mr. James C. Fay, A.C.1.S. ; Honorary Auditors, 
Mr. W. H. Payne, F.S.A.A., and Mr. W. G. Payne, 
F.S.A.A., F.C.A. 
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Sir James Martin MemoriAu Funp. 

At the conclusion of the ordinary business of the 
meeting Mr. Pridie referred to the loss that Incorporated 
Accountants had sustained by the death of Sir James 
Martin. He said they had already been good enough to 
adopt a resolution of condolence which was forwarded to 
Lady Martin, but he would like on behalf of all members 
of the Students’ Society to pay a permanent tribute of 
respect to his memory. Sir James Martin was Honorary 
Treasurer of the Students’ Society from the date of its 
formation in 1891 to 1908, and in 1909 he was elected 
President. Although in recent years he did not continue 
to hold office, yet his active personal interest in the 
Students’ Society remained unabated. He frequently 
presided at their proceedings, and placed great value on 
the work done by the Students’ Society in relation to 
professional education. Continuing, Mr. Pridie said : 
You are probably aware that the Parent Society has 
inaugurated a Fund to be constituted the ‘“ Sir James 
Martin Memorial Fund,” the proceeds of which will be 
handed to the trustees of the Incorporated Accountants’ 
Benevolent Fund. The Committee feel that you would 
wish to be associated with the movement for permanently 
endowing the Benevolent Fund, and giving some practical 
expression of your appreciation of Sir James and his work. 
The Committee, therefore, recommend that a sum of 
seventy-five guineas be voted for this purpose, and as this 
would constitute an exceptional payment out of the 
funds a resolution of the members will be necessary to 
confirm the recommendation. 

Mr. Pridie then formally moved “* That the members of 
the Incorporated Accountants’ Students’ Society of 
London and District, in annual general meeting assembled, 
resolve that a contribution be made to the Sir James 
Martin Memorial Fund and hereby authorise the Com- 
mittee to pay to the trustees of the Memorial Fund a sum 
of 75 guineas out of the funds of the Students’ Society.” 

Mr. F. R. Witty seconded the resolution, which was 
carried unanimously. 

Report. 

The Committee have pleasure in presenting their 
forty-fifth annual report and accounts for the year ended 
December 31st, 1935. 

MEMBERSHIP. 

During the past year 252 new members were elected, 
and at December 31st, 1935, the register contained the 
names of 2,039 members, classified as under :— 


Ordinary members 1,471 

Honorary members : 
In practice... ss ar se 158 
Not in practice vs ee - 410 
2,039 


THE PRESIDENT. 

Sir Stephen Killik, F.S.A.A., the President, received 
from His late Majesty King George V the honour of a 
Knight Commander of the Victorian Order in recognition 
of his services as Lord Mayor during the Silver Jubilee 
celebrations, and was further honoured by His late 
Majesty upon his relinquishing the office of Lord Mayor 
by being appointed a Knight Grand Cross of the Order 
of the British Empire. The congratulations of the 
members have been offered to the President. 


REVIEW OF THE YEAR’S WorK. 
Good attendances were again recorded at all the 


meetings held during the year. 
The Committee express their appreciation and thanks 


to those members of the legal profession, representatives 


of the press, and members of the Parent Society, whose 
contributions to the programme ensured a successful 
session. 

The lectures, with blackboard illustrations, given by 
Mr. W. J. Back, A.S.A.A., attracted large attendances, 
and were much appreciated by the members. 

At the reception and dance held in October, the members 
and guests were received by the Lord Mayor (Sir Stephen 
Killik) and the Lady Mayoress (Mrs. Greenland). The 
success of last year’s function was repeated on this 
occasion. 

EXAMINATION HONOURS. 

The following members of the Society obtained Honours 
at the Parent Society’s examinations during the year 
1935 :— 

May.—Final: Mr. Eric Edward Bowley, Second 
Certificate of Merit ; Mr. Angus Alexander Lawrie, Fourth 
Certificate of Merit. 

May.—Intermediate: Mr. Douglas Rowing Fendick, 
First Place Certificate ; Mr. William Frederick Masters, 
Sixth Piace Certificate. 

NoveMBER.—Final: Mr. William Arthur Shapland, 
First Certificate of Merit; Mr. Ernest Sinnott, Third 
Certificate of Merit; Mr. Arthur Paul Goth Walters, 
Sixth Certificate of Merit. 

NoveMBER.—Jniermediate : Mr. Robert William Thomas 
Clements, Second Place Certificate; Mr. Fred Cusk, 
Third Place Certificate ; Mr. Alec Herbert Barber, Fourth 
Place Certificate. 


PrizE AWARDS. 

In connection with the foregoing examinations, the 
following student members, who headed the list of 
honours granted by the Parent Society, were also awarded 
the Students’ Society prizes, viz. :— 

Final examinations: May, 1935: First Prize, Mr. 
E. E. Bowley ; Second Prize, Mr. A. A. Lawrie. Novem- 
ber, 1935: First Prize, Mr. W. A. Shapland; Second 
Prize, Mr. E. Sinnott. 

Intermediate examinations :—May, 1935: First Prize, 
Mr. D. R. Fendick ; Second Prize, Mr. W. F. Masters. 
November, 1935: First Prize, Mr. R. W. T. Clements ; 
Second Prize, Mr. F. Cusk. 


LecruRES AND Discussions. 
The lectures and discussions held during the spring 
and autumn sessions were as follows :-— 
Spring, 1935— 
“The Importance of Dates,” by the Rt. Hon. Lord 
Askwith, K.C.B. 
“* Practical Points on Executorship Accounts,” by Mr. 
Ivor Johnson, Incorporated Accountant. 
““Income Tax: Back Duty Settlements,” by Mr. H. 
E. Seed, A.C.A., Incorporated Accountant. 
“Introduction to Income Tax Practice,” by Mr. W. 
J. Back, Incorporated Accountant. 
“Fixed Trusts,” by Mr. J. M. S. Green, Editor, 
Financial News. 
Autumn, 1935— 
“Medium and Long Term Credit for Industry,” 
_ by Mr. J. Gibson Jarvie. 
“*Some Interesting Points on Insolvency Practice,” 
by Mr. A. V. Hussey, Incorporated Accountant. 
‘* Solicitors’ Accounts under the New Act,” by Mr. W. 
J. Back, Incorporated Accountant. 
“Company Taxation,” by Mr. H. Goitein, LL.D. 
(London). 
“The Audit of a Private Company,” by Mr. Frederick 
R. Witty, Incorporated Accountant. 
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SIR STEPHEN KILLIK, G.B.E., K.C.V.O. 


At the annual general meeting of the Incorporated 
Accountants’ Students’ Society of London, held on 
February 19th, 1936, the following resolution was proposed 
by Mr. G. Roby Pridie, seconded by Mr. William Strachan, 
and carried unanimously. 

“ That the members of the Incorporated Accountants’ 
Students’ Society of London and District accord to 
Sir Stephen Killik, G.B.E., K.C.V.O., their sincere 
and hearty thanks for his valuable and continuous 
services to the Society in the office of President for a 
period of five years. His zeal for the work of professional 
education and his personal interest in the members 
have been a source of stimulation and of permanent 
value to the Society. 

““The members appreciate the kindness with which 
Sir Stephen Killik and his daughter, Mrs. Greenland, 
frequently presided over the functions of the Students’ 
Society and honoured them by their official presence 
on a number of occasions during Sir Stephen’s period 
of office as Lord Mayor of London.” 

The resolution was ordered to be forwarded to Sir 
Stephen Killik who, with Mrs. Greenland, is at present 
on a private visit to South Africa. 


Company Reconstructions. 


A LecrureE delivered to the Incorporated Accountants’ 
Bradford and District Society by 
Mr. W. BERTRAM NELSON, 
INCORPORATED ACCOUNTANT. 

Mr. Newtson said: The term ‘“ Reconstruction ” 
in relation to companies strictly refers to the sale of 
an undertaking of an existing company to a new com- 
pany. On the authority of Lord Wrenbury (in Re South 
African Supply and Storage Company, 1904) the word 
may, however, be applied to all cases where “‘ substantially 
the same people carry on the same business .. . in 
some altered form,” and I hope, therefore, to include 
within the scope of our discussion various forms of 
arrangements between a company, its members and its 
creditors, with particular reference to reorganisations of 
capital. 


1. OssEcts. 

In this wider sense, the most common object of a 
reconstruction scheme is to enable lost capital to be 
written off, in order to adjust the assets figures to values 
commensurate with earning capacity, with a view to 
the resumption of dividends and, if necessary, the raising 
of new capital. Reconstruction may also be resorted 
to for a variety of other purposes, as, for example, where a 
company desires— 

To obtain new powers. 

To alter its domicile. 

To rearrange its capital or effect an alteration in 
the respective rights of its shareholders. 

To return superfluous capital. 

To make compromises with creditors. 

To enter into amalgamations. 

To segregate separate trading or manufacturing 
interests between two or more different companies. 

2. THe LeGaL FrRaMEworK. 

Let us commence by considering the various methods 
provided by the Companies Act, 1929, for the attainment 
of these objects. From the table before you (page 196), 
you will see that the available schemes fall under 
three main headings :— 

i. Alterations of capital (Schemes A and B). 
ii. Compromises with creditors or members (Schemes 
Cc, D and E). 


iii. Sales, usually to another company (Schemes F, 
G and H). 

In a general paper such as this, it is not possible to 

discuss each scheme in detail, but the short notes attached 

will perhaps suffice to indicate some points of interest. 


3. PRELIMINARY CONSIDERATIONS. 

Taking a typical case of a company which is being 
reorganised owing to past losses, it is first necessary to 
be assured that, in all probability, a profit-earning stage 
has been reached again, because if there is no “ net 
maintainable revenue” it will be impossible to form 
any reliable opinion of the going-concern value of the 
assets as a basis for our reconstruction scheme. An 
estimate of future earnings having been made, however, 
it is next necessary to value the whole of the assets on a 
going-concern basis, as follows :— 

Fixed Assets.—The usual practice here is for the 
directors to agree upon a valuation, with the 
assistance of an expert valuer, if necessary. 

Current Assets should be examined in detail and, 
if necessary, written down to allow for bad debts, 
obsolete stock and the like. 

From the total of the assets will be deducted :— 
Claims of Creditors, as settled after due investiga- 

tion. The balance then represents— 

Shareholders’ Equity. If this figure is not com- 
mensurate with the net maintainable revenue as 
estimated, it will be necessary to reduce the fixed 
assets figure. 

In this way we arrive at an approximate estimate of 
the present value of the undertaking and can ascertain 
the amount of capital to be written off after crediting 
any reserves or credit balances on profit and loss account. 
Before deciding upon whom this loss is to fall it will 
be necessary to consider the following points, amongst 
others :— 

i. What additional working capital will be required 
in future? The probable future trend of the 
business should be considered; it cannot be too 
strongly urged that a balance sheet is merely “ an 
instantaneous snapshot, a cross section in time,” and 
that we should not fall into the error of forgetting 
that a business is dynamic and not static. 

ii. Are there any special rights attaching to any 
class of shares or debentures? What rights does 
the Memorandum of Association confer as to 
repayment of capital; are there any sinking 
funds ; what are the voting rights of the respective 
shareholders ; what arrears of dividend are out- 
standing ; and are there any unissued shares which 
should be cancelled ? 

iii. What is the position of the company’s creditors, 
particularly its bankers, the Inland Revenue, and 
any preferential or secured creditors ? 

iv. If there is a possibility of the scheme taking the 
form of the sale of net assets to a new company 
formed for the purpose, how would this transfer 
affect the continuance of leases, concessions, 
debentures, loans and service agreements? Are 
there any onerous contracts which, in a liquidation 
of the old company, could advantageously be 
disclaimed under sect. 267 ? 

. What is the position of subsidiary companies, if 
any ? It should be remembered that subsidiaries 
are separate legal entities and that the creditors of 
such companies have no legal claims against the 
parent company. 

What will be the attitude of the members and 

creditors to a _ reconstruction scheme? Is it 

advisable to call into consultation a few of those- 
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principally interested and is it desirable that 
there should be changes in the board of directors ? 
vii. What will be the costs of the reconstruction scheme 
and how shall they be met? Will underwriting 
be necessary if new shares are to be issued ? 


4. Some Meruops oF ADJUSTING THE RIGHTS OF 
MEMBERS AND CREDITORS. 

With these preliminary considerations in mind, let us 
proceed to consider how we can adjust the respective 
rights of various classes of shareholders, debenture 
holders and creditors. In general terms, we have five 
factors to consider :— 


Nominal amount of share or debt. 

Terms of repayment. 

Nature of security, i.e., legal precedence of claim 
on assets. 

Dividend or interest rates. 

Voting powers. 

I think that it will be most helpful if we take the 
various classes of claims seriatim and see how they 
have actually been dealt with in various reconstruction 
schemes during the past ten years in relation to the five 
factors I have mentioned. 


Debentures.—In some recent schemes, debenture holders 
have been asked to take shares for a portion of their 
claim. Thus, £100 debenture may be exchangeable for 
£50 debenture, £30 preference shares and £30 ordinary 
shares, the debenture holder thus getting a bonus of £10. 
Under another scheme there were arrears of interest 
amounting to £30 on £100 debenture, and it was in this 
case agreed that the redemption price should be raised 
to £130. It is also possible to fix the redemption price 
on a sliding scale so as to compensate the debenture 
holders if it is not possible to pay interest and redemption 
is long delayed. Thus, for instance, in a recent example 
the price of redemption was fixed at £110 in January, 
1940, and £115 in January, 1945. As an alternative 
power may be taken for the company to redeem deben- 
tures by purchase, drawings or private treaty. 

As regards security, it is frequently provided that the 
existing debentures shall rank after new debentures which 
are to be issued to supply additional working capital, 
while special provisions may be made for varying sinking 
fund appropriations upwards or downwards. 

As to interest, the scheme may merely ask for a 
moratorium or it may provide for a reduction in the 
interest rate, in which case a further clause is sometimes 
inserted providing that a proportion of future profits 
shall be devoted to the redemption of debentures, ordinary 
dividends being meanwhile curtailed. A clause which is 
sometimes inserted to preserve the liquid assets of the 
company provides that in future debenture interest 
shall be payable only out of profits if earned and shall 
not be cumulative. 

It may also be desirable to set up a debenture holders’ 
committee for a stated term, such committee having 
power to nominate a certain number of directors for 
this period. In one recent case it was provided that 
Government stocks and other investments held by the 
company should be distributed in specie amongst the 
debenture holders in part satisfaction of their claim, 
but this is unusual. If there has been any debenture 
holders’ action or a receiver has been appointed, it may 
be further desirable to provide that the costs shall be 
discharged by the company. 

Shareholders.—The most usual provision requires the 


writing down of the nominal amount of the shares in 
order to provide for losses of capital. Power may also 
be taken to consolidate shares (for example, eight shares 
of 12s. 6d. each may be converted into five shares of £1 
each), or they may be sub-divided (e.g., £50 share into 
50 shares of £1 each) or converted into stock under 
sect. 50. 

It may also be desirable to unify various categories 
of shares by converting them into a single class. 
Unissued shares may be cancelled or a return may be 
made of superfluous capital. 

Where it is desired to obtain further working capital 
the ordinary shareholders may be asked to take partly 
paid shares in a new company with a view to a call 
being made later on those shares. Alternatively, they 
may be asked to surrender a portion of their shares 
which will then be regarded as unissued. 

In a recent case shareholders were asked to renounce 
or transfer a proportion of their shares in favour of 
other shareholders or creditors, while, in the United 
States at least, there have been cases of the shareholders 
voluntarily contributing an assessment towards the loss 
of capital. 

As to rights of participation in any surplus on winding- 
up, these may, of course, be varied, while power may be 
taken to raise new capital ranking ahead of the existing 
capital. 

As to dividends, the preference shareholders may be 
asked to agree to a reduction in the rate and to a loss of 
cumulative rates in exchange for which they may some- 
times be given the privilege of converting their shares 
into ordinary shares within a specified period. 

Occasionally an associated company or some interested 
person will be prepared to guarantee minimum dividends 
for a term of years, while preference shareholders have in 
some cases been given bonus shares in consideration of 
their agreeing to a reduction of the dividend rate. Such 
shareholders may also be given additional voting rights, 
particularly as regards the appointment of directors. 
A further provision may be included to the effect that 
the shares of members who neither approve of nor dissent 
from a scheme under sect. 234 shall be sold for their 
benefit, while power may also be taken to pay share 
fractions in cash. 


As a general principle it may be said that the claims 
of preference shareholders should not be unduly sacrificed 
to the claims of the ordinary members, particularly as 
the ordinary shareholders should benefit in future by 
the reduced charge on profits for depreciation. 


Creditors.—If the liquid resources of the company 
permit, it may be provided that the creditors will be 
paid in the ordinary course of business. In _ recent 
cases where this has not been possible, the creditors 
have been asked to take shares, debenture or income 
notes, claims under £5 and for essential services being 
paid in cash. : 

Another scheme provides for a six months moratorium 
which may be terminated upon the votes of specified 
majorities. More frequently the creditors will be asked 
to accept a composition, while sometimes one or more 
creditors will agree to take over the whole of the assets 
and to pay a composition to the other creditors. 


As regards the special position of the company’s bankers. 
in one recent case it was agreed to reduce the rate of 
interest to 3 per cent. until 1936, the rate thereafter 
being 4 per cent., while in another scheme the bankers 

to finance the company, provided that one-half 
the profits were in future applied to reducing the over- 
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draft. In another example, one-half of the overdraft 
was cancelled by the bank, to the great relief of the 
business concerned. With to the position of the 
Inland Revenue, it should be added that in certain cases 
the authorities may be prepared to take shares in 
settlement of a portion of the non-preferential claim 
for tax. 


5. Meruops or CRITICISM. 

You will see from this summary that schemes are 
possible in almost endless variety, and our next task 
will be the consideration of the tests which may be 
applied to judge of the fairness of the method selected :— 


i. It is first necessary to draw up a pro forma balance 
sheet, showing what will be the position after the 
reconstruction. It should be seen that the scheme 
is fair as regards the division of the equity between 
the various classes of shareholders, that the amount 
written off can be justified, that adequate working 
capital will be available and that the capital structure 
is sufficiently elastic to allow of future extension. 


i. A profits distribution scheme should next be 
prepared, showing how profits of varying mag- 
nitude will be distributable before and after the 
reconstruction. 


Finally, I need hardly say that the legal side of 
the reconstruction should be fully dealt with by 
the company’s solicitors, who should advise on 
the circulars and other documents to be sent out 
to members and creditors. 


6. MISCELLANEOUS MATTERs. 


It will be convenient if I break off at this point to 
indicate three or four miscellaneous points :— 


Stamp Duty on Share Capital, Conveyances, &c.—You 
will be aware that under the Finance Act of 1927 (sect. 55), 
as modified by the Acts of 1928 and 1930, certain relief 
in this respect was granted in connection with amalgama- 
tions. I have not time to give full details, but briefly, 
when there is a transfer of assets to a new or existing 
company for shares, relief is allowed if not less than 90 
per cent. of the share capital is acquired by the transferee 
company, the consideration being at least 90 per cent. 
of the shares of that transferee company. Thus, for 
example, if our company “ A” is taking over the shares 
of another company “B” with an authorised share 
capital of £200, we do not have to pay stamp duty on 
the first £200 of our company “ A,” if we are exchanging 
shares at par. If, however, we are only issuing one 
share of “* A” for two of “‘B” shares (a total of £100) 
the relief will be restricted to that lower figure, since 
it is calculated on the authorised capital of the transferor 
company, or “‘ the amount to be credited as paid up on 
the shares to be issued has . . . consideration,’’ whichever 
is the less. In considering stamp duty it is important 
to remember that where the nominal capital is being 
reduced under sect. 55, it is desirable to increase the 
nominal figure immediately to the original total, as 
stamp duty is not charged on such an increase. 


Income Tazx.—If for the purposes of reconstruction 
it is desired to transfer the assets to a new company, 
you will recall that the right to carry forward losses 
and wear and tear allowances will be lost, while as the 
assets transferred will be presumably written down, 
future wear and tear allowances will be reduced. 
Further, the new company will be assessed as a new 
company, which may be a disadvantage if the first 
year’s profits are likely to be substantial. 


Directors.—If any payment is to be made to the 
directors for loss of office, full disclosure must, of course, 
be made. The question of directors’ qualification shares 
should also be watched. 


Underwriting.—If underwriting is necessary, the dis- 
closure required by sect. 43 must be made. 


Title of Company.—When a new company is being 
formed, the Registrar may permit the same title to be 
registered as that of the old company in dissolution 
(sect. 17), while the Court seldom now requires the 
addition of the words “* and reduced ” in sect. 55 schemes. 


7. BoOK-KEEPING. 


Time does not permit me to deal fully with the entries 
necessary for the various classes of reconstructions 
considered above, but the general rules may be summarised 
as follows :— 


Writing Down of Capital.—Debit to Reconstruction 
Account.—Amounts to be written off assets; Credit 
reserves, profit and loss account, credit balance and 
amount written off capital, &c. 


Sale of Assets for Shares.—Debit to Realisation Account. 
—Assets to be transferred; Credit creditors to be trans- 
ferred and the purchase consideration. The balance, 
representing profit or loss, is transferred to sundry 
members’ account. 


Winding-up.—Debit to Realisation Account.—Assets 
and expenses ; Credit liabilities, reserves and the purchase 
consideration. The balance, representing profit or loss, 
is again transferred to sundry members’ account. 


8. PossisLeE ReForms. 

May I finally indicate certain directions in which it 
has been suggested that a reform of company reconstruc- 
tion procedure is desirable? It has been said with, I 
think, some degree of truth that a reconstruction leaves 
the company still under the control of those very people 
who brought it to its present plight and that there is 
no independent investigation of the real cause of the 
disaster which may well be bad management. It is 
therefore suggested that the directors are often not 
qualified to draw up a scheme, that the shareholders are 
not given sufficient information to enable them to judge 
as to the desirability of the scheme propounded and 
that there should therefore be power to require a report 
by an independent accountant and advisory committee, 
with a view to a wholesale change in the methods of 
control of the business, if proved desirable. Another 
cause of complaint is the present abuse of proxy forms, 
which are sent out at the expense of the company to 
enable members to vote favourably (but not otherwise) 
on the scheme submitted. It is increasingly thought 
that there should be power to give a negative vote. It 
is also said that the position of preference shareholders 
has been much abused in the past and this aspect 
certainly requires attention in future schemes. 


On the technical side there is, I believe, a considerable 
field for research on these reconstruction schemes in the 
directions which I have indicated, such as the ultimate 
effect of the schemes, the best methods of capitalisation, 
and the like. This work will, I think, be one of the 
subjects to be considered by a research committee which 
has recently been set up by the Society of Incorporated 
Accountants, and I hope that eventually the subject 
will become less difficult, less obscure, and less dull] than 
I fear that I have made it appear to you to-night. 
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Scheme. Section. 


A 


AVAILABLE SCHEMES OF RECONSTRUCTION. 


on 


50 


Method. Members. 
Alteration of Share Capital Resolution as 
by increase, consolidation, provided by Ar- 
conversion into stock and sub- ticles. 

division of Shares or by can- 

cellation of Un-issued Shares. 


Cancellation of lost Paid- Special resolu- 
up Capital, extinction of un- tion. Articles 
called Capital or payment off must permit. 
of excessive Capital. 


Compromise with Credi- 3/4th majority 
tors and/or Members. The in value. 
company need not necessarily 

go into liquidation. If it is 


desired to cease business, the 
Court may make provision for 
the transfer to a new com- 
pany of the property and lia- 
ilities of the old company. 


Compromise with Credi- In members’ 

tors during winding-up. winding - up : 
extraordinary 
resolution. 


Compromise with Credi- Extraordinary 
tors during winding-up. resolution. 


Sale of assets under a See Articles as 
power in the Memorandum to resolutions. 
of Association. 


Sale of whole or part of Special resolu- 
the assets of a company tion. 
in liquidation to a new com- 


pany for Shares. 


Sale of Shares by indivi- 
dual Shareholders to an- 
other company. 


Companies not in oper- 
ation may be struck off by 
the Registrar of Joint-Stock 
Companies, 


3/4th majority 
in value: all 
bound. 


In creditors’ 
winding - up, 
eonsent of C.I. 
or Court re- 
quired. Not 
binding on all 
creditors. 


3/4ths in num- 
ber and value: 
binding on all 
creditors. 


Liquidation 
meeting if credi- 
tors’ winding- 
up. 


Creditors have 


right to appeal 
to the Court. 


Consent of Court 
or C.I. required 
in creditors’ 
winding-up. If 
compulsory or 
supervision 
winding-up re- 
solution is pass- 
ed within one 
year, consent of 
Court will be 
required in all 
cases. 


May give notice 
of dissent within 
7 days, cannot 
be compelled to 
take new shares ; 
may petition for 
compulsory 
winding-up. 


Shares of dis- 
sentients may be 
acquired if 
9/10ths in value 
have accepted. 
(S.155). (right 
of appeal to 
Court). 
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Incorporated Accountants’ South 
Wales and Monmouthshire District 
Society. 


Secretarial Practice. 


A joint meeting of Incorporated Accountants and 
Chartered Secretaries was held at the King’s Head Hotel, 
Newport, on Wednesday, February 19th, under the 
chairmanship of Councillor A. E. Pugh, F.S.A.A., F.C.LS., 
when Mr. A. A. Garrett, M.B.E., F.C.LS., Secretary of 
the Society of Incorporated Accountants, delivered a 
lecture on ‘“‘ Secretarial Practice.” 

The Lecturer defined the status of the secretary, and 
showed how his duties were affected by statutory pro- 
visions relating to public utility undertakings, building 
societies, private and public companies under the Com- 
panies Act, and professional and charitable organisations. 
He pointed out the Secretary acted essentially on behalf 
of and in relation to other people, and, as the servant 
of the company, society, or body that he represented, he 
had to carry out the instructions of that governing body. 
On the other hand, he had considerable responsibility in 
carrying out the policy determined by that governing 
body, and he was responsible for the conduct of the execu- 
tive business of the board, council, or committees. 

Mr. Garrett then dealt with the very important ruling 
which was given by Mr. Justice Bennett in connection 
with the Hearts of Oak Assurance, Limited, v. James 
Flowers & Sons in the Chancery Division in October last. 
Mr. Justice Bennett had, inter alia, to deal with the ques- 
tion. whether a minute book of the company which was 
kept in a loose-leaf form, complied with the requirements 
of the Companies Act, and could be accepted in evidence. 
Mr. Justice Bennett pointed out that what he described 
as “the thing called a minute book” consisted of a 
number of loose leaves fastened together between two 
covers in such a physical condition that any at moment 
anybody who pleased to do so could take out any number 
of leaves and substitute any number of other leaves. 
This was a thing which people if they were minded to be 
dishonest, could readily and easily tamper with, and he 
found that it was not a book within the section of the 
Act, and he rejected the evidence. It remained doubtful 
whether the decision would apply to a loose-leaf book if 
adequate safeguards were adopted to prevent tampering, 
and the Office Appliance Trades Association had issued a 
statement that the minute book rejected by Mr. Justice 
Bennett was secured by two hand screws only. The 
Association argued from that that the judgment would 
not apply to loose-leaf minute books safeguarded by locks 
and by signatures or other identification marks on each 
sheet, and that it certainly did not apply to loose-leaf 
books used for other than the purposes of minutes. 

This contention was rather confirmed by counsel’s 
opinion, recently taken on the question by the Institute 
of Chartered Accountants. Counsel quoted the decision in 
the case of E. P. Cammell (1894). Lord Justices Lindley, 
Lopes and Kay had held that sheets of paper fastened 
together with a pin might constitute the share register of 
a company required to be kept “‘ in one or more books.” 
The Lecturer suggested there was reason for thinking that 
Mr. Justice Bennett’s ruling could be taken to apply to 
the particular case which he was considering. A previous 
joint opinion of Sir John Simon, K.C. and Sir Douglas 
Hogg, K.C. (now Lord Hailsham) was to the effect that 
any arrangement which made a single whole out of a 
number of sheets, whether held together by string or glue, 


or by any other efficient method of binding, would comply 
with the Acts ; therefore any corporation or companies 
using loose leaf books were complying with the various 
Acts which governed their constitution, as it was necessary 
for the law to keep up with the times. 

The Mayor of Newport, in opening the discussion on the 
lecture, referred to the position of a town clerk as the 
principal adviser of his corporation, and took the oppor- 
tunity of paying a very high tribute to the town clerk of 
his own borough, who, he stated, was second to none in 
efficiency. 

Prior to the lecture, the Mayor of Newport and Mr. 
Garrett were entertained to an informal dinner by the 
members of the District Societies of Incorporated Accoun- 
tants and the Chartered Institute of Secretaries at which 
the President of the District Society, Mr. Alfred E. Pugh, 
presided. 


— 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS. 

In connection with its fiftieth anniversary, the Institute 
of Municipal Treasurers and Accountants has issued an 
illustrated booklet giving a short review of the history 
and work of the Institute, with personal notes in regard 
to the President, Past-Presidents and Officers. 

The booklet contains a message of goodwill from His 
Royal Highness The Duke of Kent, and signed com- 
munications from the Chancellor of the Exchequer, 
the Minister of Health, the President of the Institute 
of Chartered Accountants, and the President of the 
Society of Incorporated Accountants and Auditors 
offering congratulations to the Institute of Municipal 
Treasurers. The lay-out and make-up of the booklet 
are attractive, and among the illustrations are those 
of the Council of the Institute, the founders, the Jubilee 
President, and the headquarters of the Institute at 1, 
Buckingham Street, Westminster. 


RATING OF EMPTY PROPERTIES. 

The London County Council’s Bill to impose rates 
on empty houses within the County of London was dis- 
cussed in the House of Commons at the end of last month. 
On behalf of the Government it was stated that a change 
of such magnitude in the rating system as the Bill 
proposed, was not appropriate to private legislation. 
If it were to be made it should be applied to the country 
as a whole, and the Government had no intention at 
present of introducing such legislation. The Bill was 
rejected on second reading. 


AN UNREGISTERED PROSPECTUS. 


At the Guildhall, London, two directors of a company 
were fined £100 each for being parties to the issue of a 
prospectus that had not been registered, and a form of 
application for debentures which was not accompanied 
by the prospectus. The proceedings were brought at the 
instance of the Board of Trade. Circulars to the number 
of 80,000 had been sent out inviting subscriptions from 
small investors in amounts of £2 to £10 in connection 
with the acquisition of a motor spirit distributing business 
as to which glowing promises of profitable returns were 
made. If a prospectus had been filed it would have 
revealed the fact that the nominal capital of the company 
was only £100. The presiding Alderman said he took a 
serious view of the matter as there were too many cir- 
culars of the same type being sent out containing promises 


which were impossible of fulfilment. ‘ 
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DEPRECIATION RATES AND 
INCOME TAX. 


The Board of Inland Revenue intimate that the follow- 
ing alterations have been made in the list of agreed rates 
of depreciation for income tax purposes since their letter 
of June 3rd, 1935: 


I. Hostery MANUFACTURE. 

The Board have agreed with the Hosiery Federation 
that, subject to the approval of the Commissioners con- 
cerned, allowances may be granted on the following basis 
for wear and tear of plant and machinery employed in 
the manufacture of hosiery : 

(1) The following rates are to be applied : 
Steam engines, boilers, and shafting 
Electric motors . o* cn - %%% 
All process plant .. es ark «» 18% 
The above-mentioned rates are to apply for the 
seven Income Tax Years 1933-34 to 1939-40, and 
are to be regarded as covering circumstances of 
overtime or continuous working. 


II. BAKERIEs. 

The Board have agreed with the National Association 
of Master Bakers and the Scottish Association of Master 
Bakers that subject to the approval of the Commissioners 
concerned, allowances may be granted on the following 
basis for wear and tear of plant and machinery employed 
in the baking industry :— 

(1) The following rate is to be applied :— 

Plant and machinery generally 8% 
No allowance to be made in respect of the non- 
metal parts of the structure of ovens, but the cost 
of repairs, replacements, and rebuilding of those 
parts to be allowed as a charge against revenue 
as and when incurred. 
The above-mentioned rate is to apply for the 
Income Tax year 1935-36 onwards, and is to be 
regarded as covering circumstances of overtime 
or continuous working. 
This arrangement supersedes, as from 1935-36, 
the previous arrangement. 
III. The allowances at the rates previously agreed on 
motor omnibuses (20 per cent.) and trackless trolley 
vehicles (15 per cent.) are continued for a further period 
of five years to 1940-41. 


@bituarp. 


ALAN STANDING. 

It is with deep regret that we record the death on 
February 17th, at the age of 75, of Mr. Alan Standing, 
F.S.A.A., Liverpool, a member of the Council of the 
Society of Incorporated Accountants and Auditors. Mr. 
Standing, who was trained in the office of Messrs. Har- 
mood Banner & Son, Liverpool, became an Associate of 
the Society in 1894, and a Fellow in 1910. In 1922 he 
was elected to the Council, and remained a member until 
his death. After leaving Messrs. Harmood Banner & Son, 
he entered the service of Messrs. Banner & Lawson, which 
later became Banner, Spencer & Lawson and subsequently 
Banner, Spencer & Co. Upon the death of Mr. 
W. C. Spencer, Mr. Alan Standing and Mr. W. H. Spencer 
(son) became partners in the firm. Mr. Standing 
had thus been associated with the firm for nearly sixty 
years. From 1914 to 1923 Mr. Standing was President 
.of the Incorporated Accountants’ District Society of 
Liverpool, and took a leading part in a successful Confer- 
ence held at Liverpool in 1921—the first Conference held 


5% 


(2) 


after the War. He also served for a number of years on 
the Council of the Liverpool Chamber of Commerce. 

The funeral took place on February 21st, preceded by a 
Memorial Service at St. James’s Church, West Derby, with 
the work of which Mr. Standing was closely identified. 
The Rev. H. E. Crewdson, M.A., officiated. The Society 
of Incorporated Accountants was represented by Mr. R. 
Wilson Bartlett, J.P. (President), Mr. C. Hewetson Nelson, 
J.P. (Senior Past President), and Mr. A. A. Garrett 
(Secretary), and the Liverpool District Society by Major 
E. S. Goulding, O.B.E., Mr. Alexander Hannah, Mr. 
C. M. Dolby, and Mr. Standing’s partner, Mr. W. Henry 
Spencer. 

The late Mr. Standing was devoted to his profession, 
and was held in high esteem in Liverpool. Of a somewhat 
retiring disposition, he enjoyed the friendship of a large 
number of his professional brethren, who valued his never- 
failing charm and courtesy. Of recent years his failing 
health was accentuated by the loss of his wife, who pre- 
deceased him by some seven years. 


STANLEY FREDERICK STEPHENS. 

We regret to record that Mr. Stanley F. Stephens, until 
recently senior partner of Messrs. Stanley F. Stephens 
and Co., Incorporated Accountants, London, died on 
January 26th, at the age of 60. Mr. Stephens became a 
member of the Society of Incorporated Accountants in 
1908, after about twelve years in the service of the late 
Mr. W. G. Rayner. Mr. Stephens was admitted to partner- 
ship in Messrs. W. G. Rayner & Co. in 1909, and in 1924 
founded the firm of Stanley F. Stephens & Co. He retired 
owing to ill-health in 1934, shortly after his son, Mr. 
S. G. Stephens, A.S.A.A., had been taken into partnership. 


=| 


Incorporated Accountants’ Students’ 
Society of London and District. 


Syllabus of Lectures. 


** Control Accounts in Relation to Costing,” 
by Mr. William Strachan, Incorporated 
Accountant. Chairman: Mr. Richard A. 
Witty, Incorporated Accountant. 


“Future of Gold Supply,” by Mr. W. J. 
Busschau, Rhodes Scholar, Oxford. Chair- 
man: Mr. A. S. Wade, City Editor, Evening 
Standard. 


** Some Notes as to the Liability to Income 
Tax of Foreign Possessions,” by Mr. J. H. 
Ellison. Chairman: Mr. A. Stuart Allen, 
Incorporated Accountant. 


** General Knowledge: The Questions on 
Company Practice,” by Mr. W. J. Back, 
Incorporated Accountant. Chairman: Mr. 
E. C. Coleman, Incorporated Accountant. 


“The Law Relating to Accounts in Insol- 
vencies,” by Mr. G. E. Radford, Incor- 
porated Accountant. Chairman: Mr. D. 
Mahony, Incorporated Accountant. 


** Profits Insurance: Its Evolution and 
Modern Practice,”’ by Mr. Cyril F. C. Brodie. 
Chairman: Mr. Henry Morgan (Chairman of 
the Incorporated Accountants’ London and 
District Society). 

*Meeting of the London District Society, to which 
members are invited. 

The chair will be taken at the meetings at 6.15 o’clock 
p-m. precisely (except March 24th, when the chair will be 
taken at 6 p.m.). 


Feb. 18th. 


Feb. 25th. 


Mar. 24th. 
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THE PEPPER CASE. 


Judge’s Summing Up. 

The following is a full report of Mr. Justice Atkinson’s 
summing up in the case at the Central Criminal Court in 
which three financiers were charged with an offence in 
relation to the publication of a prospectus. 

After a hearing lasting nine days the trial was concluded 
on February 21st, of the case against Garabed Bishirgian, 
51, produce broker, of Park Lane, W. ; John Henry Charles 
Howeson, 51, director, of Halcot House, Bexleyheath ; 
and Louis Hardy, 51, director, of The Pines, Bexley. 

The first-named defendant was charged that, being a 
director of a public company called James & Shakspeare, 
he made, circulated and published, or concurred in making, 
circulating and publishing, a prospectus which he knew to 
be false in a material particular in order to induce persons 
to become shareholders in the company. The other two 
defendants were charged with aiding and abetting him, 
and they all pleaded not guilty. 

The Attorney-General (Sir Thomas Inskip, K.C.), Mr. 
Eustace Fulton, and Mr. L. A. Byrne appeared for the 
Director of Public Prosecutions ; Sir Patrick Hastings, 
K.C., Mr. C. L. Henderson, and Mr. Anthony Marlowe 
for Mr. Bishirgian ; Sir William Jowitt, K.C., Mr. Roland 
Oliver, K.C., and Mr. G. D. Roberts for Mr. Howeson ; and 
Mr. Walter Monckton, K.C., and Mr. Walter Frampton 
for Mr. Hardy. 

The case arose out of the flotation in December, 1934, 
of James & Shakspeare, Ltd., and the prosecution alleged 
that the prospectus which was issued failed to disclose 
heavy commitments for the purchase of pepper. It was 
said it was material for the public to know of those com- 
mitments. The defendants denied the allegations and 
stated that when the prospectus was being prepared they 
relied upon the solicitors and auditors. 

The Judge, immediately on taking his seat, addressed 
the jury, and at the outset said: This case has taken a 
great deal of your time. We have been here for nearly a 
fortnight, but I am sure you won’t grudge it, because it 
is a case of course of tremendous importance to the 
prisoners, but it is also a case of great public importance. 
For the protection of the public Parliament has enacted 
that the issuing of a false prospectus shall in certain cases 
be a criminal offence. It may very often give rise to 
civil actions, but it does not render the make-up of a 
prospectus liable to criminal p ings. There are, 
however, certain circumstances in which the law considers 
the issuing of a false prospectus shall amount to a criminal 
offence. It is for you in this case to say whether that which 
has been done here comes within the ambit of that Act. 
Now, there are a few things I want to say to you at the 
outset. I don’t want to have to repeat them, but I want 
you to remember them all the time. The first thing is 
this, the responsibility resting upon counsel for the defence 
of such a case as this is indeed heavy. They have told 
you so. Perhaps I may add the responsibility resting 
upon a Judge is heavy, but the counsel’s responsibility, 
responsibility of the Judge, are as nothing compared with 
the responsibility that rests upon you, because it is your 
responsibility and yours alone to say whether the case 
here has been made out against the defendants, or any or 
each of them. You will, indeed you must, take your law 
from me. Apart from that it is my duty to direct your 
attention to what seem to me to be the more relevant 
matters for your consideration and the evidence bearing 
upon them, but the decision rests with you. Every 
question of fact is for you, and the mere fact that you may 
think that I indicated a view about something is of no 
value. You must not be guided by it unless it appeals 
to you. I want you to appreciate that the wisdom of the 
law requires in all criminal cases twelve independent, 
non-legal people, to prove a man guilty, and it is a very 
wise thing. I do not think that people always appreciate 
what an accumulated amount of world experience is vested 
in a jury of twelve different people—people taken indis- 
criminately from those who are liable to serve on juries. 


You then get a body of opinion and it is only when that 
whole body of opinion is satisfied of a prisoner’s guilt 
that he can be convicted. Undoubtedly people sometimes 
have prejudices. They may jump to conclusions too 
quickly, but when you have got twelve people dealing with 
a matter, jumping to conclusions ought to be impossible, 
prejudice ought to be impossible. The collective opinion 
of twelve people in a jury box is, and must be, a far more 
valuable opinion than that of any single individual who- 
ever he may be. Remember that the responsibility is 
yours. The second thing that you must remember 
throughout the whole of your consideration is that the 
charges which are made against the defendants, as in any 
criminal case, have to be proved beyond all reasonable 
doubt. The prosecution here have got to prove their 
cases against each defendant. They have to prove that 
he is guilty of that with which he is charged, not of some- 
thing else. It is not for them to prove their innocence, 
and whenever there is a doubt on any matter it should 
always be resolved in favour of the prisoner. It is very 
easy, in this case particularly, to be prejudiced. It is 
very easy to remember £400,000 taken out of the pockets 
of somebody and lost in a few short months. It is very 
easy to remember that. It is very easy to remember, 
and to say, well, the defendants are blameworthy. I 
rather think they admit it and take that view themselves. 
It is very easy to say they have been negligent and have 
not done what they ought to have done. You have to 
determine something which is far more serious than that. 
You have to determine whether they are guilty of the 
offence that I am going to describe to you. It is only 
when you are driven to the conclusion that a defendant is 
guilty that you can convict him. It is the same in every 
criminal case in this country. If there is any reasonable 
doubt the prisoner has to be acquitted. It is only where 
you are driven to the conclusion that he is guilty beyond 
all reasonable doubt that you can convict, but if you are 
driven to that conclusion, why then, there rests upon you 
the solemn duty of saying so. It is a duty that very often 
is a very painful one, which surely could never be more 
painful than when you are dealing with prominent men 
who have played a big part in the business life of the 
greatest city in the world, men with reputations of which 
they are jealously proud. I don’t want to have to go 
back to those matters. Let me emphasise once again the 
importance of precision, of certainty, and of proof. 
Now, what is this offence? The relevant section 
provides this : ‘* That where a director, manager or public 
officer of a public company, shall make, circulate or 
publish, or concur in making, circulating, or publishing any 
written statement which he shall know to be false in any 
material particular with intent to induce any person to 
become a shareholder, he shall be guilty of a mis- 
demeanour.” You will observe first that it is only a 
director, manager or public officer who can be guilty 
under that section. Mr. Bishirgian is the only one of the 
three prisoners who answers that description. Therefore 
he is charged here with making and concurring in the 
making of a statement, that is, a prospectus, which is 
said to come within this section. But another section 
says this: ‘*‘ Every person who shall (a) aid, abet, counsel, 
or procure the commission of any misdemeanour punish- 
able under this Act, shall be liable to be indicted and to be 
punished with the principal offender.” It is said against 
the other two defendants, ‘“‘ you aided and abetted, 
counselled and procured and helped in the commission of 
this offence which was committed by Mr. Bishirgian.” 
You will observe that this result follows. If the man, 
what I may call the main defendant, that is the director 
who issued the prospectus, if he is not guilty, then the 
main offence has not been committed and nobody can be 
found guilty of aiding and abetting in the commission of 
something which has not been done. Therefore if Mr. 
Bishirgian has not committed the offence, the other two 
defendants, however guilty morally they might be, 
cannot be convicted of that offence. An illustration to 
bring that home is, supposing a man going into his own 
house late at night finds he has forgotten his latchkey 
and does not wish to disturb the people who are inside. 
He decides he will try and break in, but he does not know 
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how to do it. He sees two men and asks them to help 
him. They think he is going to burgle the house, and 
they are old hands, and say “ yes, we will help you to 
get in,” and they proceed to help him. Whilst they are 
doing it, the police come along and arrest all three. The 
first man is taken along as well, and as soon as it becomes 
clear that he could not be guilty of burglary because it is 
his own house, to the intense relief of the other two, 
although they have been morally guilty of burglary, and 
though they were committing burglary they could not be 
prosecuted for anything because as good luck would have 
it the main offence has not been committed, and they 
could not have been aiding and abetting. So here, if Mr. 
Bishirgian is not guilty of the offence, you need not 
consider it as regards the other two. So it is with the 
second count—the count of conspiracy. You have 
heard that they are charged with conspiring together 
with Mr. Bishirgian to commit this offence. If he did not 
commit the offence then they have not been guilty of 
conspiring that the offence should be committed. There- 
fore you have this position that if Mr. Bishirgian is guilty 
the others might be. If Mr. Bishirgian is not guilty, the 
others cannot be guilty of any one of these charges. 

Let us look for a moment to see how many of the 
ingredients exist in the evidence on which there is no 
dispute. There is no dispute that Mr. Bishirgian is a 
director. That is the first thing. There is no doubt 
whatever that he concurred in making and circulating and 
publishing the prospectus. There is no doubt it is a 
prospectus. I do not suppose that anybody can have 
any doubt that the other two defendants assisted in the 
issue of this prospectus—that they aided and abetted— 
that means helped in the issue of this prospectus. After 
all, these three people were the only three who were really 
concerned with the business in hand, and they devised a 
scheme to appeal to the public. Mr. Hardy prepared the 
memorandum, he revised the drafts, and constantly was 
seeing the solicitors. That is, of course, beyond all 
question, aiding and abetting in the issue of the pros- 
pectus. Mr. Howeson again saw it from time to time. On 
five different dates he saw Mr. Bowden about the pros- 
pectus and made alterations in his own writing in some 
of them, and discussed it, and going into it with him, and 
he saw the final draft and read it. You need not worry 
about the word “‘ responsibility ” ; it is an irrelevant word 
here. The fact is I do not suppose anybody could have 
doubt that Mr. Howeson and Mr. Hardy were aiding and 
abetting in the issuing of the prospectus. 

So far I do not think there can be any reasonable doubt 
whatever, but there remain three further matters, each 
of which separately and independently have got to be 
proved against each of the defendants before they can 
be found guilty. The first one is that the document must 
be false in some material particular. The next thing is 
that the defendants, and when I use the expression 
** defendants * I mean each of them, because it applies 
to each of them separately, and each has his own case to 
be considered, the second is knowledge of its falsity, and 
the third an intent by that falsity to induce people to 
subscribe. Those are three separate things, and my 
first duty is to explain to you exactly what in law those 
three things mean. 


When is a Document False? 


Now, first, when is a document false within the meaning 
of this section ? Where a prospectus contains a positive 
and clear falsehood in words there is no difficulty about 
this question. If that false statement is a material one, 
the first thing that has to be proved is proved. Where 
you get a plain straightforward lie you can put your 
finger upon it and say ‘“‘ There is the false statement.” 
But there are two ways of telling a lie, and the question 
arose recently in a case you have heard referred to again 
and again as to when an omission makes a prospectus a 
false statement. The law is this—I am not going to read 
you extracts from that case, but I will summarise the law 
in this way: although if you take each sentence in a 
document everything stated may be true, yet if that which 
is stated creates an untrue impression and an effect which 


is false and misleading, then the document is false ; it 
may make a whole document false, or make the document 
false to a material degree. Therefore the first question 
you have got to decide is this: was there in this case a 
false prospectus within the meaning of that definition ? 
It is to be clearly implied, something which if it had been 
put into words would have amounted to a plain un- 
varnished lie. That, I think, is the test. If you can say 
of a document, now this document implies a certain thing, 
clearly implies it, designed to imply it, and if that implica- 
tion had been put into words in the prospectus would it 
make it a falsehood ? They might have a man who said 
to himself ‘‘ I want the public to believe certain things 
about my company, things which are not true. As they 
are not true I dare not put them into words because I 
know that I shall be found out, but I see a way of creating 
that belief in the minds of the people to whom I am 
appealing by leaving out things which I know I ought to 
state.”” He is being just as wicked as if he put in into 
words. Therefore the law is that he does not escape the 
responsibility for issuing a false prospectus by merely 
refraining from telling the lie in plain language if he had 
sought to tell the same lie by leaving out things in the 
hope that a certain false impression will be created. The 
importance of that is this, it is not enough merely to omit 
something, however important that something might be 
for the public to know. A mere omission, however 
important, does not necessarily make a false statement. 
It would be a wicked thing to have done, but the omission 
must not make the prospectus insufficient, inadequate. 
It has got to do more. It has got to make that which is 
said convey a false impression. Supposing a man said, 
** Tam not going to tell the public a certain thing, they may 
never subscribe if I tell them, it will ruin my chance of 
getting the money, and therefore I will leave it out. I 
know it is something material, but I will leave it out and 
leave them guessing.”” He may render himself liable to 
civil proceedings, but escape criminal liability. 

I wish to give two illustrations to make it quite clear. 
It is important that you should really appreciate this 
point, and I wish to dwell upon it, even if I overdo it. 
Supposing a man wishes to raise money by a debenture 
issue. Supposing the main asset is 100 acres of land and 
buildings in London, but supposing it is in a slum area, 
in an area where land and buildings are worth very 
little, and he says to himself, ** Well, if I tell the public 
where this 100 acres of London is, of course they will 
laugh at me, no one will lend me sixpence on it. I will 
say nothing about it.” He issues his prospectus asking 
for the money upon 100 acres of land and buildings in 
London. Well, he has intended to deceive the public, but 
he is not issuing a false prospectus because he has said 
nothing about it. No one can reasonably say that the 
statement of 100 acres of land and buildings created a 
false impression. It did not create any impression at all. 
Nobody could say that they were told where it was, and it 
is not creating a false impression. That omission has not 
made that which is stated untrue. It does not create an 
impression of any sort, it is merely an omission, an 
incomplete, and if you like, dishonestly untrue statement, 
but it has not made that which is stated untrue. Con- 
trast that with this: supposing the company have 100 
acres of land covered with shops and buildings, every one 
of which has been condemned, and every one of which is 
empty, and he describes the property in his prospectus 
something in this way: ‘“ The security will be 100 acres 
of land in London covered with shops and dwelling-houses.” 
Would not the shareholder be entitled to say, ‘“* When you 
said it was covered with shops and dwelling-houses, you 
meant me to believe that these were shops which were 
occupied and houses which were being used, and you 
meant me to believe that they are houses which could be 
used as dwelling-houses, but they are all empty and 
condemned, and cannot be used.” That, I think, would 
be a very good illustration of words used deliberately 
intended to create a false impression, and the omission 
there would make the document false within the meaning 
of this section. Now I hope that I have met the point, 
and it is a very difficult point to decide in many cases. 
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but I hope I have made it clear that this document cannot 
be a false document merely because something is omitted. 
It has got to go beyond that. The omission has got to 
make that which is stated affirmatively untrue in that 
sense ; that it creates clearly and intentionally an im- 
pression and belief in the mind of the public which is 
wrong. If it is, and you are satisfied that this is a false 
document, and that it does create a false impression, then 
we get on to the second stage in this case. 

Did the defendants know of its falsity, and here again 
you have to be very careful. You have got to be precise. 
It is not enough to say that they knew of the omission. 
That is not enough. They have got to know and appre- 
ciate its falsity. In other words it must be a state of 
mind which amounts to this—‘* Yes, I know I omitted 
something which ought to be there, I appreciate that it 
is making my prospectus affirmatively false, I know and 
appreciate that the prospectus will create a certain 
impression which is not true.” It is not enough merely to 
say “* We are satisfied they knew of the omission.” itis 
not enough to say they knew it was a mere omission. You 
must go further and say that they knew that this omission 
made that document a false document in the way that I 
described to you. 

Now you come to the third point, and I do not think 
you will have much difficulty about this. Supposing you 
are satisfied that a person knew it was false—but it is an 
i nt for you to be satisfied—you must be satisfied 
that they intended by that falsity to induce people to 
subscribe, that the false impression had been deliberate} 
created in order to induce people to subscribe. Well, 
nearly always I suppose, if a jury is satisfied that the 
defendant knew and understood that the document was a 
false one, it might be, prima facie, you would not have 
much doubt that there was an intent to deceive. If you 
think it was left out because they feared, if it was put in, 
people might not subscribe, why there is a fraudulent 
intent, but it does not necessarily follow. I gave an 
instance yesterday or the day before to illustrate this 
point. Directors might say, ‘‘ We have a very big gamble 
on here, we are trying to establish a corner in a com- 
modity, it is essential that no one should know it, if it 
comes out and the trade suspects we are trying to corner 
the commodity, of course they will combine to defeat us, 
and we shall never be able to do it.” For that reason they 
do not put it in the prospectus. They appreciate that it 
makes the prospectus untrue, but it may possibly be open 
for them to say, ‘‘ We never thought this would deceive 
the public. The only thing that was in our minds was 
that in the interests of the people to whom we were 
appealing we did not want it to go out that we were 
attempting this corner which we believed was a very good 
thing. If it had come out it would have wrecked the 
whole thing.”” There might be circumstances where 
defendants knew and appreciated that what they were 
doing was false, and that it was being done to induce 
people to subscribe. It might be that that particular 
ingredient would not give you much difficulty, indeed if 
any, if you were supposing that the defendants’ conduct 
fulfilled those two first conditions I have described to you. 
Still, it is a matter that has to be borne in mind. When 
all is said and done you have to be satisfied that they knew 
they were doing wrong, that they knew the prospectus 
was a false one, and they intended by what they did to 
get money out of the public which they would not have 
got if they had told the whole truth. 


The Facts of the Case. 

What are the facts of the case? I think the bulk are 
not in dispute, and the broad position is clear. You 
have three companies. There is Henrys with a capital of 
£175,000. Of that capital £127,000 had been subscribed 
and that means that there were 49,000 shares unissued 
which the company could issue at any time to anybody 
who would come and pay forthem. Of that issued capital 
the two defendants Bishirgian and Howeson held the lot. 
I think Howeson had two-thirds and Bishirgian one-third, 
so that to all intents and purposes, from your point of view, 
the practical point of view, that company was Bishirgi 


and Howeson. At a certain date they transferred the 
shares they held to another company in which they held 
all the shares, the Sumatra Jelutong Company. So that 
practically the Sumatra company became the share- 
holder, but theu held all the shares. For all practical 
purposes it is simple to say Henrys was Bishirgian and 
Howeson. Then you have Mr. Bishirgian’s business, a 
— respectable business, established for many years. 

t was a successful business, with two departments 
apparently, one department dealing as a dealer and broker 
in commodities, and the other dealing in shares. And then 
~ have James & Shakspeare, an old-established business. 

t was 80 years old, and a private company with a small 
capital of £17,000, and with, I gather, a valuable reputa- 
tion as being a thoroughly respectable, old-established 
firm. They apparently were ring dealers, that is, they 
had got the right to go on to the particular Exchange 
where this broking business of buying and selling is 
transacted. They had the right to go there and enter 
into transactions themselves. Apparently people who are 
not members of the ring cannot go there, but always have 
to instruct some ring dealer to act on their behalf. We 
need not worry about the earlier business of Henrys. 
From 1931 to 1933 their great activity was tin. Ap- 
parently they were holders of very large quantities of tin, 
and in 1931 tin had fallen very much in price owing to the 
production exceeding the demand, and they lost a great 
deal of money, some £200,000, in the depreciation of the 
tin which they held. Mr. Howeson is a man obviously 
with big views, and initiative, and he played, I gather, a 
very big part in bringing the tin producers together and 
getting a big scheme agreed whereby production was con- 
trolled. The result of this was that prices rose again 
and became remunerative, and by the end of 1933 their 
tin holding, which had depreciated so much in value, 
increased in value very much, and in that year they made 
good all their losses and found themselves some £83,000 — 
to the good on the three years’ trading. Indeed, by the 
time you reach 1934 the tin difficulties had been solved, 
solved very much to their advantage, and tin really 
rather passes out of the case. 


Towards the end of 1933 they began to buy shellac. 
I do not want to trouble you unnecessarily with figures. 
You can forget the details of these precise figures as soon 
as you like so long as you remember their effect. Their 
first shellac dealing, looked at as a whole, came to this ; 
they had bought for delivery in December, 1933, 41,000 
odd bags—apparently shellac was much cheaper then— 
of a value of £188,000. They had got commitments for 
delivery in March amounting to 22,200 bags of a value 
of £127,000, and commitments for delivery in May of 
117,000 bags, at a price of £70,000. You see these three 
purchases or commitments added together amount to 
75,000 bags and they had no difficulty, they have told you, 
in taking up and paying for those deliveries. The first 
one, the big one, was financed by Dean’s, the second was 
financed by Mr. Bishirgian personally, and the third by 
the bank. There you see were very big dealings amounting 
in all to £315,000 in shellac which they had no business 
difficulty in financing. 

I think I ought to say a word about what financing 
means. People may think that traders who have got to 
get their business financed are doing something which 
perhaps they ought not to be doing, and something which 
indicates that they are short of money. Well, it is not so 
at all. Ido not suppose there are half-a-dozen businesses 
in the world that can take up all their purchases and com- 
mitments with money of their own. Business as a whole 
is conducted by being financed by bankers and financial 
houses, financial houses which exist for that very purpose. 
Let me give you a simple illustration of what I mean, as it 
is important that people who have no familiarity with such 
transactions should not think that all this talk of having 
to get deliveries financed is something which tells against 
the prisoners. I am more familiar with trade in the 
north than in London. Supposing a shipper in Man- 
chester has bought a quantity of cloth, which he 
has sold to somebody in China. Well, the manufacturer 
delivers it and wants paying. The shipper is not going to 
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be paid until it is tendered to the man in China who has 
bought it, and there will be a few weeks while he is out 
of his money. What does every shipper do in Man- 
chester ? They take the shipping documents to the bank 
and say, “ Here is the invoice and the bill of lading—the 
documents of title while the goods are on the ship—will 
you lend me, say, 90 per cent. of the money that I have to 
pay the manufacturer?” The bank will have the docu- 
ments which they will send to their agent in China and 
when the man who bought the goods comes along with the 
money he will hand it to the agent of the bank. They will 
then repay themselves their charges, commission and 
interest and let the shipper have the balance. Indeed, if 
business was not done in that way nobody could carry on a 
business of any magnitude whatever. 

So, if you are an importer and stuff comes to you, you 
will have to pay for it. Business would be limited if 
you had to pay out of your own pocket. Therefore you 
go to a bank or finance house saying, ‘* The stuff is coming, 
and I have to pay for it in order to take it up and cannot 
sell for some little time. I give as security the dock 
warrant and will you advance me so much so that I can 
pay for them and I will use the documents of title, and the 
people who buy from me will hand you the money. Any 
financial house, if they are satisfied, will advance the 
money. Of course, if prices had been sent up and the 
goods are held in large quantities a financial house might 
scratch its head and say that it did not think much of 
the security, and decline to finance the transaction. All 
this talk about financing purchases and financing de- 
liveries is nothing in the wide world that tells against the 
prisoners because it is something that happens in the 
every-day course of any business of any size in the country. 

In the early part of 1934 there were big transactions 
in shellac which were financed in the ordinary way 
without difficulty, and there was no suspicion that if they 
repeated them they would have had any greater difficulty 
than they had before. They began to buy shellac again. 
Then the price went up, and they made further purchases, 
with the result that when they came into the market 
again they had fairly substantial quantities for August, 
October, and December, 1934. Apparently in this 
particular market goods are sold for delivery every three 
months. There were August, October, and December 
deliveries. The quantity they took up in August was 
49,000 bags representing £384,000, in October there were 
10,500 bags, and in December, 6,500 bags. Their com- 
mitments in respect of shellac amounted to 66,800 bags. 
In price they were less than the commitments of eight 
months before, but in value considerably more, and they 
came to £508,000. In the summer of 1934 one of the 
things with which they were faced was that in the following 
August, October and December they would have to take 
up or deal with shellac amounting in value to over half-a- 
million sterling. Later there were further orders placed 
which apparently brought up the amount which would 
have to be found in December to the large sum of £364,000. 
That represented the position in July with regard to 
shellac. 

The prosecution say it is an important fact to remember 
that they were committed to have to finance in some way 
over the six months, August and September deliveries 
of shellac of over half-a-million pounds in value. You will 
remember that apparently the way it is done is this. In 
the month of delivery you have to find 25 per cent. of the 
money, and you pay the other 75 per cent. on the first 
Friday in the following month. If, in July, anybody had 
asked any of the defendants, ‘*‘ What is your position as 
regards the shellac ? ” they would have told you at once. 
In August they had to find £109,000, and on the first 
Friday in September the balance of £270,000 if they took 
up the shellac. Of course, when the time drew near they 
could sell it all for good, or sell it and rebuy it for later 
delivery. In other words they might carry it forward. 
They might go into the market and sell the goods and 
rebuy them for delivery later on, getting somebody to carry 
. the transaction. The fact the prosecution desired them 

to remember was that at any time in July, if they had been 
asked, they could have said that they knew that there 


was going to emerge in September a liability for what 
seemed to be quite a respectable sum of money, getting on 
for over £400,000. 

Now, let us turn to pepper. On January 3ist, as a 
result of advice given by Mr. Walker, who wrote a 
memorandum about it for them, recommending a pur- 
chase of pepper giving very good results, they, supposing 
it would be a wise thing to do, began to buy pepper. The 
first purchase, I think, looking at Mr. McKellar’s par- 
ticulars, was on January 31st. Thereafter constantly 
through February, March, April and May they were buying 
small quantities of pepper. I think there were some 
forty different purchases which were for delivery in June 
of 1,960 tons amounting in value to over £160,000, for 
July delivery, and 500 tons for October delivery. That 
meant that in July there was £162,000 to find, or that they 
had to get someone to carry the transaction, and in 
October there was a further £45,000 to find. When July 
came along they did not take up the 1,960 tons. They 
took up and paid for 305 tons, and the rest, the greater 
part, 1,666 tons, they sold and re-bought for delivery 
partly in October and partly in January. The liability 
to take up still remained, but it had been postponed to a 
later date. At the end of June they were in this position : 
1,130 tons to be taken up in October, and 1,100 tons in 
January. In other words the commitments amounted to 
2,230 tons. I do not suppose anybody would say that 
people accustomed to deal largely and in large quantities 
and sums would suggest that there was anything out of the 
way in purchases of pepper of that weight. They may 
possibly think that the purchases of shellac were on the 
heavy side, but at any rate as to pepper it is difficult to 
think there was anything there in the size of the purchases 
and their value out of the ordinary run of business. 

In July something new happened. A Mr. Galie had 
been in with them on those earlier purchases of pepper. 
and they called that little combination of Henrys and 
Galie ‘‘ Syndicate No. 1,” and it is a point you may 
think important later on. These four gentlemen, Galic 
and the three defendants, began discussing further pur- 
chases, and by July 24th they agreed to buy another 
6,000 tons, or to buy up to 6,000 tons. I do not suppose 
that you can have much doubt that they all meant this, 
that they were going to embark upon a transaction which 
would enable them to control the price of pepper. Now 
some people say that is cornering a commodity. Mr. 
Howeson prefers to call it purchasing to such an extent 
that you are able to control the price. Well, that is the 
whole object of a corner. Mr. Bishirgian did not quarrel 
with that description of “ corner,” but said you cannot 
buy all the commodity. It does not matter what you 
call it. You probably will not have much doubt that 
when they came to that decision they were deciding on 
purchases of such a magnitude in order to control the 
price. They then believed the world supply and con- 
sumption was about 12,000 tons. If you are going to 
buy and hold 8,230 tons of pepper, well, you are holding 
more than two-thirds of the contemplated supply, and 
there is no doubt that would normally enable them to 
control the price. The prosecution say it is clear from 
that date, from July, they were embarking upon a trans- 
action which was out of the ordinary course of business, 
and the ordinary running of buying and selling. They 
were buying to hold, hoping the price would go up, and 
they bought in such large quantities, hoping to be able to 
control the market. That, said the prosecution, if it was 
right, was something that was out of the ordinary run of 
business. It is not what is called “legitimate and 
ordinary trading.”’ There is nothing wrong about it. If 
you can corner a commodity, corner it by all means. 
There is no law against it. You may not think it is a very 
nice thing to do, but there is nothing legally wrong about 
it. If you can corner a market, you are entitled to do it. 

There is one matter I deal with here because it may 
be very important for you to try and determine when 
the idea to attempt to corner the market in pepper really 
began. I won’t use the word “ mysterious,” but one of 
the difficult things to understand in this case, and which I 
have difficulty in following, was why there never was a 
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record in the books of Henrys or the minutes of Henrys 
relating to these earlier purchases of 2,230 tons. Looking 
through the minutes you find in practically every minute 
very complete statements of the tin position and the 
shellac position, not merely summaries, but very often a 
report of the purchases. Mr. Hardy said that he must 
have been very careless and that he forgot. We can all 
understand an omission, forgetting to enter something 
once or twice, or perhaps three times, but you may have 
the greatest difficulty in thinking that a man keeping 
such a careful record of tin and shellac could possibly 
forget to make any entry every time relating to pepper. 
Why was not shellac forgotten sometimes, or tin forgotten, 
but every time is the same thing forgotten. You may be 
driven to think that there was some reason for not entering 
it. The prosecution say it was not entered and no record 
ever got into the books because they wanted to conceal 
what they were doing from their auditors. There would 
be no point in concealing it from the auditors if it was 
ordinary trading, but if it was the beginning of what was 
intended to be something very much bigger, well, it might 
be that they thought it wiser not to keep any record of 
it. That is not a point against them at all, but it might 
explain it. Supposing you early on made up your mind to 
corner the market in pepper, although nobody has said 
it in evidence, I should think it is pretty clear and a fair 
inference that you would not want anybody to know it. 
That would seem to me to be common sense. It was said 
at one time that the market would know who was buying, 
but that was not so. If anybody was going to attempt to 
corner a market they would like as few people as possible 
to know, and without any dishonest motive at all. They 
would say, “‘ We will keep it out of our books ; we do not 
want the clerks to be talking, or the auditors to know.” 
Honestly, in their own interests, they might desire to 
make no reference to it. If that is the explanation it 
indicates an intention to corner long before July or June. 
It is a suggestion of my own, but I have had much diffi- 
culty in thinking that week after week one could forget 
the purchases in the minutes. If you think that right, 
and it was done by design, the only result that followed 
was that it would seem to indicate that the intention to 
speculate heavily, to put it mildly, control the market, was 
in their minds far earlier than July. 


Clearly, in July, said the prosecution, there was this 
intention to corner or buy sufficient quantities to control 
the market. They proceeded to buy these 6,000 tons, 
but apparently more stuff was coming along than was 
anticipated, and by September 3rd 9,015 tons had been 
bought. In other words, they had bought 50 per cent. 
more than they had intended to do in August. Instead of 
6,000 tons they had got 9,000 tons. Mr. Bishirgian told 
you that they thought all they would have to try to buy 
was 6,000 tons, when they would have sufficient to control 
the market. More came along than was expected, and he 
says in terms that I and Galie and Howeson and Hardy 
consulted together and we decided to go on after buying 
the 6,000 tons. They did not stop, and you have this 
fact that on September 4th and 5th there were further 
purchases of 130 tons and 65 tons made by James and 
Shakspeare. The prosecution said that this is a matter of 
some weight. It shows, they say, that it was not turning 
out so easy as the defendants had thought to get control 
of this market. They also point to the records published 
in the trade papers week by week. People who are 
attempting to buy sufficient to control a commodity 
would be pretty sure to keep a very careful eye on any 
statistics or information that they could get. You may 
think that they must have kept in touch with that informa- 
tion. Apparently far more was coming along that year 
than in the year before. It was quite clear, said the 
prosecution, that things were not turning out quite as 
they expected. Mr. Hardy said that he used to consult 
Mr. Howeson and was under the impression that he knew 
they were going to buy. Mr. Howeson said that he did not 
know, and Mr. Hardy had stated that he would accept 
his word. The question was whether the jury would 
accept his word about it. When people had met and 
decided to go up to 6,000 tons, you may think it unlikely 


that one or two of them decide to buy further for the same 
syndicate and exceed the quantity by 50 per cent. without 
consulting everybody concerned. You may think Mr. 
Bishirgian’s statement is the one more likely to be true. 
Mr. Howeson said it was never brought home to him, and 
he did not know the 6,000 tons was being exceeded. 

You may think it is significant that at the actual time 

the prospectus was being issued purchases were being 
made even by the new company. The scheme was not 
turning out to be so easy as they thought and they were 
being forced to buy more. Mr. Bishirgian gave a reason 
why you had to go on buying, because if you stopped you 
ceased to control the price and it might collapse. The 
moment you cease to control the price, down comes the 
price. ti you wish the corner to be successful, you have 
to go on. 
There is another matter which you might think sig- 
nificant. It is a matter the prosecution call your attention 
to. During the last week in July, and throughout August, 
they suggest to you that these people were trying to get 
others to come into this pool. Mr. Bishirgian was asked 
by the Attorney-General whether, during the last week 
of July and throughout August, so far as he knew, Mr. 
Howeson and Mr. Hardy were engaged in trying to find 
people to share some of the load. The answer was, “ As 
far as I know, no.” 

Proceeding, the Judge said that Mr. Hardy was also 
asked whether he ever discussed the question of whether 
they should try and get somebody, and he said that 
he did discuss the matter of the desirability of getting 
others to participate, but he did not get them. Mr. 
Howeson had stated that he did not know that any efforts 
were being made to get participants. He admitted that 
it was mentioned, but so far as he knew no efforts were 
made. The prosecution alleged that that was a little 
indication that the defendants were beginning to feel that 
it would be wise to get someone to share the risk and 
assist in the advances. That would seem to be not 
unnatural. Things were not turning out as simple as 
expected and they would desire to get somebody else in. . 
In fact they did not approach anybody, so far as the 
evidence showed, but merely discussed the desirability. 
That seemed to his Lordship to summarise the position 
in August during the few weeks preceding the issue of the 
prospectus. 

The Pepper Position. 

There were the commitments in shellac, certainly bigger 
in value than those which had gone before, and there 
was the position in pepper which the jury might think was 
something out of the ordinary course of business, some- 
thing on a very big scale which by September amounted to 
about £1,000,000, and something which carried with it, 
at any rate, certain elements of risk. The July anticipa- 
tions were 50 per cent. up, and they were still buying, 
and the wisdom of bringing other people in was being 
discussed. 

A dominant fact which the prosecution emphasised was 
this: they said that the dominant fact in the position 
was that by September 6th the defendants were com- 
mitted to attempting a corner in pepper. There were 
one or two matters which seemed obvious. The difficulty 
of financing a corner, said the prosecution, was much more 
intense than financing purchases in the ordinary way of 
trade. When they were financing purchases in the 
ordinary way of trade they borrowed the money and the 
ae were distributed and they got their money back, 

ut when they were purchasing to hold, to create a scarcity 
in the market, it was not so easy because they wanted 
the money for a longer period. Further, as the price 
went up, the people they approached began to realise 
that there was a value created which was in a sense 
fictitious, and the recent prices indicated a fictitious 
figure which might go down with a crash at any moment. 
Finance was then a matter of greater difficulty. It might be 
said that there were dangers about corners, rs which, 
if they were appreciated by his Lordship and the jury, 
must be appreciated by those people who had been in 
that type of business all their lives. What was it that had 
been said in evidence ? Mr. Figgis had described it as a 
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“‘gamble.” Why was it a gamble? It was a gamble 
for the reason that at any moment further supplies might 
come along in excess of those anticipated. At any 
moment a person making a corner might be put in a very 
serious dilemma. If further supplies came along, what 
were they to do? If they were to say they would not 
buy any more, down would go the price, the scheme would 
be defeated, and they would have difficulty in getting rid 
of the goods they held, whilst the price might go below 
what they had paid for it. At any rate the scheme 
would fail. On the other hand they might say that they 
would not refrain from buying, but would go on and on. 
What happened ? They would get landed with more than 
they could ever dispose of. What happened after Sep- 
tember 3rd, to his Lordship’s mind, was mainly of value 
as indicating the sort of dangers which a person who was 
trying to make a corner might meet. That person was 
committed to buy, and the fact that he was cornering, or 
trying to corner, caused additional supplies to come on 
the market. So far as pepper was concerned they had 
been told that the normal production was 12,000 tons per 
annum, and the consumption 12,000 a year. The moment 
a person began to corner, and the market was getting bare 
and the price going up, what were people attempting to 
do ? Everybody who had stocks sold them. There was 
one element in the situation that nobody could ever know, 
and that was the quantities of stocks privately held 
throughout the world. In that case, in regard to pepper, 
they were not dealing with something local, but with a 
world supply and consumption. There was one element 
that could never be known and that was the stocks which 
were held privately by wholesalers, merchants, dealers 
and others. It was impossible to say how much those 
people held of the stocks which they had been unable to 
sell in the previous year. The moment the price went up 
such people seized the opportunity to get rid of the 
stocks they held. That was always, and must be always, 
an unknown factor in any attempt to corner a commodity. 
In that case, apart from the question of unknown stocks 
throughout the world, they had the fact that there were 
supplies, apparently large supplies of black pepper which 
was normally a much cheaper market. If the price of 
white pepper went high enough holders of black pepper 
could decorticate it. If the price was high enough it 
paid them to do that. It happened on that occasion. 
It was a well known thing, and it had happened before. 
What were the unseen stocks and what was their effect 
when put on the market ? Counsel had suggested that 
those risks were necessarily in the minds of people accus- 
tomed to dealing in commodities of that kind. Ifa corner 
came off, it was profitable, but if it did not, and things 
went wrong, the person or persons organising it might 
be ruined. There was a dilemma which it was said 
presented itself to the defendants that they would be in if 
more pepper came along. Were they to stop buying and 
see the price go down, or were they to go on making 
purchases ? The prosecution said the defendants realised 
that a position might arise where they would want com- 
bined resources available and that was one of the reasons 
why they decided on the scheme adopted. 


The Scheme. 


What was the scheme ? The jury might think that the 
scheme in itself was a very sound one, but it was important 
to appreciate the main factors of it. They could gather 
what that scheme was from the prospectus. Mr. 
Bishirgian wanted quite properly if he could to get rid 
of his business in commodities, and confine himself to 
shares. His Lordship saw no reason why the jury should 
doubt that defendant’s evidence in that matter, and he 
believed that Mr. Marx had stated that he advised him 
on the question. Quite obviously it would be of great 
advantage to Henrys to have a different broker, one who 
was in the ring. When they had a broker like Mr. 
Bishirgian he had to share his commission with a man in 
the ring, whereas a broker who was in the ring did not do 
so, and there was more available in the way of profit. 
The next thing was to have such a close identity of interests 
between the broker and Henrys that they would neces- 
sarily work in their mutual interests. The third object, 


which Mr. Howeson was frank about, was to raise further 
capital to be used in the common interests. Mr. Howeson 
was asked whether the money was being raised by means 
of the prospectus to pay for part of the September com- 
mitments, and he would not agree. He agreed, however, 
that it would be a good thing to have more capital avail- 
able. It was desirable to raise money from the public for 
Henrys’ business. It was important for the jury to realise 
the essence of the scheme. It was a perfectly sound 
scheme and a reasonable one. 

When they read the prospectus they would think that 
the scheme was fully disclosed. The new company of 
James & Shakespeare was to buy from the Sumatra 
company 101,000 shares in Henrys and to subscribe and 
take up direct from that company the 49,000 shares which 
had never been allotted. The unissued shares were to be 
taken up at a premium and James & Shakspeare were 
to pay in all for the shares £161,000. His Lordship had 
asked Mr. Bishirgian what was the reason for unloading 
the 101,000 shares upon the new company. His Lordship 
did not use the word “ unloading ” in any sinister way. 
The answer of Mr. Bishirgian was that it was done to 
consolidate the interests of the three concerns and it 
was a perfectly sound answer. 

There was never any bargaining about the scheme. 
It was framed by one side. It was a scheme devised by 
the defendants not as the result of argument or negotia- 
tion, but they made what terms they liked. There was 
nothing wrong about the subscribing for Henrys’ shares, 
as it was all disclosed in the prospectus. Henrys’ business 
was closely allied to James & Shakspeare, the latter 
company having such a large financial interest in the 
stocks of the former that there was indeed that con- 
solidation of interests which Mr. Bishirgian had said was 
one of their objects. 

The prosecution said that the new company was 
deliberately put in a situation where it was tied up with 
the fortunes of Henrys, and it was very important that the 
members of the public who were asked to subscribe to the 
scheme should be made to realise that they were going to 
be tied up to a company which was already committed to 
a gamble in pepper, a position which might at any moment 
put the new company ina dilemma. If any dangers arose, 
such as difficulties of finance, the new company would be 
in the position that it must support Henrys. Any default 
in taking up deliveries by Henrys would mean their ruin, 
and the loss to James & Shakspeare of the £160,000 they 
had put up for shares. James & Shakspeare would have 
to support Henrys to their last penny. The position 
was one in which the prosecution said that James and 
Shakspeare was so tied to Henrys that whether they liked 
it or not they were inevitably brought into the gamble. 
With a position of that sort, was not it terribly important 
for people asked to subscribe that the exact position 
should be put before them ? That was the way the case 
for the prosecution was put, and it was a matter the jury 
would consider. 

None of the defendants sought to deny that the facts 
ought to have been stated. The new company was put in 
a terrible dilemma. If they sought to create a new 
company with such a community of interests, the obliga- 
tion to disclose the situation which was full of potential 
danger, could not be denied. Indeed it was not. The 
defendants quite frankly said that they ought to have 
done so. Mr. Barrie might be said to have n a tame 
solicitor who went on a board of directors, or took up 
shares, at the instance of Mr. Howeson. There was 
nothing wrong in that, and he was ready to act in the 
interests of Mr. Howeson. It was fair to say that the 
scheme must have been decided upon before July 20th. 
That indicated, at any rate, that it was put into writing 
some days before the determination to embark on the 
purchase of the 6,000 tons of pepper. It was a pretty 
strong indication that it would not be fair to say that the 
scheme was devised because of the gamble. On that date 
the gamble had not begun, if they treated the purchase 
of the 6,000 tons of pepper as the beginning, because that 
was entered into at a later date. 

The Judge said that if Mr. Hardy’s explanation was one 
which could reasonably be accepted, they must accept it. 
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If the jury thought they could accept it as a true ex- 
lanation, and he wanted to put it as high as he could in 
rdy’s favour, then they must accept it by all means. 
Was it impossible for the jury to say that the existence 
of this gamble had nothing to do with the formation of 
the scheme ? The jury might think that the only possible 
explanation of the secrecy about the purchases might be 
that the defendants did not want it legitimately to be 
known or to let it get out. They might also think that 
the determination of going for pepper heavily might have 
been in their minds at the time, but at any rate there was 
that point which had been raised in the defendants’ 
favour, and the jury had to feel quite satisfied about it. 


The Prospectus. 

The next matter the jury had to consider was the pros- 
pectus itself. They had got in their minds now the 
position as at September. Before he read the prospectus to 
them, or parts of it, the position at September was a matter 
that they must keep in their minds. If one began to put a 
scheme into words, and there was a situation which ought 
to be disclosed, was there something which arose after- 
wards which made it very difficult to say this was neces- 
sarily a wicked concealment ? It had been said that the 
September situation was one which gradually emerged. 
If it was true that the scheme was put into writing before 
the position emerged, it was a very much more difficult 
thing to say that these people must have realised that this 
thing which they were putting into writing was becoming 
untrue. If a dominating feature was left out, it must 
have been done on purpose. That was a question for 
them to consider. He wanted the jury to look at the 
prospectus and realise exactly what it said. They were 
not going to look at it for the purpose of saying whether 
it disclosed the pepper position, but for the purpose of 
determining whether it created a clear impression which 
was in fact untrue. It was said that it was untrue in this 
respect, that it created a picture of steady trading, of 
trading in the ordinary and legitimate way, and it was 
said that it purported to disclose the whole story about 
Williams Henry and purported to contain a complete 
picture of their business and position, and that in truth 
it did not. The picture intended to create was that of a 
business run on safe normal lines, and if there were future 
commitments they were only in the ordinary course of 
business, whereas in truth they were not. The jury must 
ask themselves whether it gave a reasonable person an 
impression which was untrue, and would the person 
who was reading what was said in the prospectus say to 
himself that this was a sound concern and there was 
nothing of gambling there. If, on the other hand, it was 
merely an incomplete prospectus, it was not false, it was 
merely incomplete. 

His Lordship then read parts of the prospectus at some 
length, saying that it began with a description of James and 
Shakspeare’s business, and pointing out the length of time 
the business had been established, and that the amalgama- 
tion was taking place with a view to consolidating and 
enlarging other businesses. There was also reference to 
the 49,000 shares which James & Shakspeare could take 
up from Williams Henry. Reference was made to the 
intention of the directors immediately after the allotment 
of the shares to exercise the option to purchase shares in 
Williams Henry, and that a sum of £225,000 would be 
available for working capital and for the financing and 
further enlargement of the several businesses in addition 
to the company’s own resources. In other words, the 
money might be used for financing the business of Henrys. 
The carrying of stocks for clients was also referred to as 
being essential for the development of the business, 
which had been retarded in the past by lack of capital. 
The defence said that it was made perfectly clear that 
£162,000 was to go in the purchase of Williams Henry 
shares, and consequently moneys subscribed might be used 
in financing Williams Henry’s business. With regard 
to the question of average profits of the past, it had been 
said that they threw light on the profits hoped for in the 
future. The accountants had prepared a balance sheet 
at June 30th, 1934, and their certificate was appended to 
the prospectus, which showed that the assets exceeded the 


liabilities by a large amount. The prosecution said that 
there was nothing to suggest that money was going to be 
used for gambling, or that Williams Henry was a firm 
who were going into that gamble. The jury would 
realise, first, that the certificate was not one of profits, and 
there was no certificate in the balance sheet of profits 
except for the last six months referred to. The jury would 
remember how the accountant was told that a certificate 
of average profits for three years was wanted, and the 
earlier drafts of the prospectus referred to a certificate. 
They would remember how Mr. Mumford, the accountant, 
said that they could not give a certificate, and that no 
accountant could give a certificate because they were not 
allowed to. The Companies Act did provide that a 
company appealing for capital must disclose the profits 
for the last three years in detail, but, of course, the com- 
pany who were appealing for money here was James and 
Shakspeare, so that proposition was complied with by the 
certificate on the left-hand side of the prospectus. Mr. 
Hardy appreciated that point more readily than Mr. 
Mumford. It was not a legal necessity to publish the 
profits, and Mr. Mumford had said that he would not give 
a certificate in this case because the results had been so 
fluctuating. So there never was a certificate of the 
average profits. At one time the Judge said he was 
rather impressed with the fact that the accountants 
refused to give a certificate, but that it might be done by 
the board. That had been done by the board in the middle 
of the first page of the prospectus because there they gave 
the average net profits for four years. They gave pre- 
cisely what the accountants refused to do. Therefore, 
his Lordship thought it right to ask Mr. Hardy about the 
int. His Lordship added that he was rather criticised 
or even raising the point, but the way he saw it was that 
in any point which seemed to tell against the defendant 
he always thought it his duty to give him a chance to clear 
it up. Mr. Hardy said yes, it was quite true, the 
accountants would not do it, but the board were entitled 
to if they thought fit, and he added what was more, the 
accountants saw the prospectus, saw what was in it, and 
passed it. It seemed that it would not be fair to take that 
point which his Lordship raised against Mr. Hardy or any 
of the defendants, when, in fact, the accountants told the 
jury that it was open to the board to do it. When 
they came to look at the balance sheet, the first thing to 
observe about it was it related to June 30th and it did not 
even purport to be a document relating to the position 
in August or September. It was going back to a date 
before any commitments in pepper had been made except 
the 2,000 tons. There was not a word there about future 
commitments. The Attorney-General had said that the 
statement implied that there were no future commitments. 
That was a matter for the jury to consider. The 
accountants had said that they did not disclose future 
commitments of the ordinary type, and it was quite right 
to assume that a firm like Williams Henry would not be 
bare of contracts. That position could scarcely arise in the 
history of any trading company. It was always for a 
jury to say whether a document bore a particular omission, 
but it was for the Judge to say whether it was capable 
of bearing that particular omission that there were open 
commitments. Was it possible to put that construction 
on that document? Any intelligent person reading it 
would be bound to assume that there were open commit- 
ments, but did it infer that there had been any open 
gambling commitments ? If it did bear that impression, 
the Attorney-General’s point had been made to that 
extent. It was a matter entirely for the jury. It was a 
little difficult to be precise about these things; there 
must be no guessing about it. It was said here that the 
reading of the document had been framed in a very 
clever way and that an impression was intended to be 
created, but the defence had said that at any rate these 
omissions in respect of open positions were not of a 
gambling or speculative nature, and that such a thing 
would be alien to them. That statement might be quite 
right up to June 30th, but the jury had to consider that 
the position had changed materially. The jury had to 
test the truth of the position of September 3rd. Before 
the jury could say that that was a false statement they had 
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to be sure that it clearly indicated that at the time of the 
issue of this particular prospectus there was not and 
could not be anything in the nature of a gamble such as 
that which in fact existed. It was, if the jury liked to 
put it that way, a low-down thing not to disclose it. 
They might also think that very cleverly the defendants 
avoided suggesting or saying anything about those future 
commitments. If that was the true position, then they 
were not guilty of publishing a false document. If the 
jury thought that it was a design to say nothing about 
the open commitments, and that it was done on purpose, 
that did not make it a false document unless they could go 
further and say that the document would tell anybody that 
there were no speculative commitments. They could 
blame it and find fault with it, and say that the position 
ought to have been disclosed, and that it was inadequate. 
The jury had to consider whether it was a deliberate 
falsity and whether the defendants intended that it 
should mislead members of the public. If they had any 
doubt about it, the defendants were entitled to be 
acquitted. They were the best judges of that. It was his 
duty to refer to the points to which they were to direct 
their attention. Insufficiency, incompleteness was not 
enough. They had to be satisfied that something had 
been said which implied clearly to the members of the 
= that there was nothing speculative about this 

usiness, and that there were no open commitments in 
which their money would be involved. If they were not 
prepared to say that the prospectus was a false document ; 
they need go no further. There was an end to it. Did the 
defendants know of the falsity ? 

The whole issue was that when this prospectus was 
published, did Mr. Bishirgian know, and did the others 
know, that they were publishing something which would 
mislead the public? It was not merely that Bishirgian 
knew that something had been issued that did not tell 
the public everything they were entitled to know, but 
whether he issued a document which would affirmatively 
mislead the public by getting them to believe there was 
nothing in the nature of those large forward commitments. 
The case of each defendant had to be considered very 
carefully. 

Was there Knowledge of Falsity ? 

After the luncheon adjournment, his Lordship said 
that he wished to come to the second matter, and that was 
that the defendants knew and appreciated that the 
prospectus had become false. He had already indicated 
the distinction between realising that a document was 
false when it was being drawn up, and that it became 
false because of a change in circumstances. As a rule, 
a man’s mind was a sealed book. One could not really 
know what was in a man’s mind unless one could find a 
clear indication of it. Sometimes letters might show what 
was in his mind. If he had not written letters, or made 
statements, one could only get to know what was in his 
mind by looking around for indications. One of the things 
that the prosecution said was that if other people could see 
that this was a false document, why couldn’t the de- 
fendants ? “ After all,” said the Judge, “‘ these people 
had been engaged in the City for years and years and 
years, and Mr. Howeson has been connected with a great 
many companies and a great many prospectuses. Mr. 
Bishirgian had said this was the first prospectus he had 
had to do with, and that he knew very little about it. 
They are experts at business and know much more about 
the position much more readily than you and I, so could 
it really be possible that they did not appreciate this 
was false ?” 

Another matter, said the Judge, was that Mr. Bishirgian 
read the prospectus, and he told the Court that he had seen 
several drafts of it and he produced it to his partner. 
He was asked whether he discussed in detail the matters 
with Mr. Howeson and Mr. Hardy at Moorgate Street. 
The jury might remember what he said, which was “ I 
do not remember discussing it in detail except in relation 

to my own business,” and Mr. Bishirgian stuck to that 
story. He was asked whether he had said once before 
that he had discussed the matter with Mr. Howeson and 
Mr. Hardy, and a signed statement was then produced 


which he made on March 2ist as a result of answers he 
gave to the Official Receiver. It contained statements 
in which he said he produced the prospectus to his partner. 
and later he discussed it in detail with Mr. Howeson and 
Mr. Hardy. It was for the jury to say what they thought 
about that. They had to consider whether what he 
had said in the witness box that he had never discussed 
the matter in detail was right, or not. Of course, Mr. 
Bishirgian admitted that he knew the prospectus made no 
mention of pepper, and he had given an explanation with 
regard to it. A few days before the prospectus was 
issued Mr. Bishirgian and Mr. Howeson had an interview 
with Mr. Marx. Previous to that Mr. Bishirgian saw Mr. 
Marx in order to get him to underwrite this appeal. No 
one could say that Mr. Marx was prejudiced against Mr. 
Bishirgian. No one could have given the defendant a 
higher testimonial in the witness box than Mr. Marx, 
and Sir Patrick Hastings had rightly made use of it. 
Mr. Marx in his evidence has said that the scheme had 
been explained to him, and that he was told that Williams 
Henry would probably have to commence business in 
shellac in view of the activities in buying and selling 
shellac in the East. Mr. Bishirgian also told him that he 
had a large number of clients who would be transferred 
when the amalgamation took place. Mr. Marx was 
informed that Williams Henry had very influential clients 
in tin, and that the company was carrying on a good 
merchanting business in shellac. Mr. Marx inquired 
whether the company had any large commitments in 
shellac, and he was told that there had been a considerable 
position, but that Mr. Bishirgian and Mr. Howeson had 
taken over shellac on their own account. There had 
been no cross-examination of that evidence, and neither 
Mr. Bishirgian nor Mr. Howeson was asked to contradict 
it. If it was true, what did it mean? It meant that they 
felt a desire not to disclose the fact to Mr. Marx that they 
had commitments amounting to £400,000. Mr. Marx had 
said that pepper was not mentioned to him, and he made 
it a condition that the proceeds of the issue must not be 
used for financing pools, or that they should speculate 
on their own account. The accused men that they 
would not use the proceeds of the flotation in anything 
but ordinary commission business for clients. Now in 
considering this question in good faith the prosecution 
said that Mr. Marx, on being asked to find this money, 
obviously determined that there was to be no use of the 
money for tin and shellac pools, or any other pool, and 
that they should not speculate on their own account. 
That was another matter for the jury. Did they think 
that a man who was acting in good faith would under the 
circumstances not disclose the true position and say, “ I 
am sorry you take this view about pools, because we have 
got a pool or a syndicate which is very heavily involved 
in pepper, and we think we have enough pepper to control 
the market, and one of the main objects of the scheme is 
that this money should be available for financing Henrys’ 
transactions.” 

“* There it is,” said the Judge, “* If you accept it you may 
think it throws some light upon their state of mind. 
You may think it shows that they knew this was some- 
thing they had got to sell. Something they dare not 
disclose to Mr. Marx, because if they did they would not 
get the money. You may ask yourselves how could it 
fail to be in their minds as the public. Why when 
they heard of his dislike for pools, didn’t they tell him the 
exact position ? ” 

The matter went further, said the Judge, because the 
next indication as to their good faith could be found in the 
immediate use that was made of the money when it was 
produced. That brought one to the fact that on 
September 7th that large sum of money which had to be 
found, £275,000, was in fact found as to £147,000 odd 
out of the very money the public subscribed, and the 
prosecution said that there had been an absence of frank- 
ness with Mr. Marx, and that what was done was a breach 
of what was promised to Mr. Marx. They had to find the 
money before the public subscribed, and to meet the 
situation someone went to the Midland Bank and got 
them to lend a large sum of money on the security of the 
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underwriting agreement. The Midland Bank got the 
money back. It was not very easy to form a just estimate 
of that transaction. If it was really all cut and dried, and 
part of their plan was that the money should be used in 
that way, and it was present in their minds when the 
defendants saw Mr. Marx, of course it would make the 
deception of Mr. Marx rather bad, they might think. 
Then there was the letter which was read at the meeting 
of James & Shakspeare on September 3rd, in which offers 
were made for the carrying of part of the shellac position. 
The letter was addressed to the directors of James and 
Shakspeare, and there were some very interesting pages of 
instructions as to how business should be carried on, as 
well as to deals in metals and the use of exchanges. The 
first thing that struck the Judge about that letter was to 
find Williams Henry, who devised the whole of the scheme, 
writing a letter to a firm that had been brokers. One 
would have thought that they knew all about these 
things, and, frankly, he did not understand it. Another 
thing that occurred to his Lordship about that letter was 
that at the time James & Shakspeare was Howeson 
himself through Jayandee, because they held all the shares 
except a few hundreds, and here was an offer from 
Howeson and Bishirgian’s firm to a firm which belonged 
to Mr. Howeson with Mr. Bishirgian on the board, giving 
them interesting instructions about various markets, and 
offering them this business, when one would have thought 
it must have been well understood for some time what was 
going to be done. Therefore, the Judge asked a witness 
whether it was all eye-wash, and the answer was that it 
was a perfectly genuine letter, but they were being very 
careful not to dictate to the new board, and they wanted 
to be quite clear that the board representing James and 
Shakspeare should be quite independent and should feel 
that they had not got to do what they were told, but 
were perfectly free to say no. It might be that that was 
true. It might well be that there was a genuine anxiety 
to give the company the opportunity of saying no if they 
wished. The Judge suggested that it would not be fair 


to say that there would have been no real difficulty in 
financing the delivery of shellac in another way at that 
time, and there was a desire not to dictate to the new 


company. 


There had been a suggestion by the prosecution that 
this scheme had been built up in order to avoid further 


personal liabilities by Bishirgian. He did not know 
what the jury thought about that, but it seemed to his 
Lordship that it was quite a good answer that had been 
given to it. At any rate, this scheme was determined upon 
early in July, and if that was the real object of it it was 
difficult to know why Bishirgian proceeded to enter into 
commitments for 9,000 tons of pepper which involved 
a liability resting upon him of something in the neigh- 
bourhood of three quarters of a million pounds. His 
Lordship suggested that the circumstances did not entitle 
the jury to draw that inference which had been put 
forward. It was always desirable in every one’s interest 
to be as fair as one possibly could in consideration of any 
points that might be put forward in a defendant’s favour. 
The prosecution had seriously asked the jury to consider 
the evidence .of Mr. Marx and consider whether the 
defendants were straightforward and honest in what they 
said tohim. What was Mr. Bishirgian’s case about that ? 
The jury had to consider his evidence just as carefully as 
the evidence for the prosecution. 


The Cases of the Different Defendants. 


Firstly, Mr. Bishirgian had put himself forward as a 
man with a good character. He had said, “I tell you 
quite frankly I never realised this was untrue. It was a 
situation which was gradually growing, and it never 
occurred to me that it was making the prospectus untrue. 
Further, I never gave my mind to the truth of the pros- 
pectus in the way that I would if I had been preparing 
it myself, because Mr. Howeson and Mr. Hardy were 
dealing with it, and I knew Mr. Barrie, the solicitor, knew 
about everything. I knew the accountants had been 
investigating. That was why I never brought my mind 
really to bear on this question as to whether this pros- 


pectus had become untrue. Of course, I can see it now, 
but it never dawned on me and I never appreciated it. 
Although I know in law I am responsible when you come 
down to a direct statement, there was I, an Armenian, 
who knew nothing about a prospectus before, having men 
round me familiar with the formation of companies, and I 
never brought my mind to bear upon it.” It was a fact 
that Mr. Bishirgian’s accountants saw all his own books. 
There was no suggestion that his books did not disclose 
pepper. Mr. Barrie was on the board in order to keep 
these people straight on the matter, and Mr. Bishirgian 
left things to him. Mr. Barrie was on the board primarily 
for the purpose of advising the directors of matters which 
might come up, but Mr. Barrie had told the jury that 
although he was at the meeting, pepper was not men- 
tioned, and it was not in the minutes. Then again Mr. 
Hardy had said that pepper was mentioned just as much 
as anything else, and dealt with and discussed with Mr. 
Barrie. There was nothing, of course, to tell Mr. 
Bishirgian that Mr. Barrie was in the dark. The jury 
might feel that Mr. Bishirgian was on very strong grounds 
when he said that he thought Mr. Barrie knew all about it. 
There was, of course, the letter which had been read at 
the meeting. There had been a lot of discussion about 
that. There was no evidence that Bishirgian knew that 
these pepper transactions were not in Williams Henrys’ 
books. There was no reason for supposing that he knew 
the accountants knew nothing about it, and therefore 
the jury must give very careful consideration to the 
matters which Mr. Bishirgian had advanced. Mr. 
Bishirgian recognised that there was something to explain. 
and that there was a position which ought to have been 
in the prospectus, and he now recognised the fact that 
pepper was not in it, although it should have been. He 
had said that he never gave his mind to it because there 
were other people better able to deal with it than he was. 
That was a matter entirely for the jury. If they thought 
that was an explanation which might be a true one they 
ought to give effect to it. If they thought that it was 
all very well and it was so clear, and that he could not put 
the responsibility on the other people, and that he must 
have realised that the document was untrue, they might 
ask themselves why he did not go to the solicitor and say. 
“What about this and that.” Mr. Bishirgian had eH 
that it did not enter his mind. ‘ You have seen the type 
of man he is,” said the Judge. ‘“* He is not a man who 
has had much, if anything, to do with company pro- 
moting, and it may be that you may feel you ought to 
accept his explanation about that. All I can tell you is 
that those matters are ones you have to consider. You 
have seen him in the witness box. If you think he is a 
truthful man, it is for you to accept his explanation if 
you can. _If you think it is an incredible story, and only 
if you are sure that he must have realised it was a dishonest 
document, can you find against him on this question of 
knowl . Ifyou think his explanation is one which may 
reasonably be true, it is just one of those occasions when 
he ought to have the benefit of the doubt, but you must 
bear in mind Mr. Marx’s evidence.” 


The Judge said that Mr. Howeson was a very different 
type of man. He was as familiar with company pro- 
moting, and with prospectuses, as anyone. He had been 
on the board of a number of companies, and the jury had 
heard his evidence. He had said that he did not know 
of the buying which had gone on beyond the 6,000 tons. 
There was no doubt about his active part in the matter. 
He was seeing the prospectus and had five interviews with 
the solicitors about it. They went through it in detail 
together. The Judge said that the statement which had 
been made by Bishirgian to the Official Receiver was not 
evidence against Howeson, but Howeson admitted that he 
was in close touch with the prospectus. The thing he 
said he interested himself mostly in was the paragraph 
in the p relating to options and preference 
shares, and he did not direct his attention to the rest 
of the prospectus. There the jury had the same point 
again; they had to recollect the interview with Mr. 
Marx. Mr. Howeson said he never realised or appre- 
ciated that the prospectus was untrue. The jury had 
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heard and knew about the great reputation that Mr. 
Howeson had. It was for them to say whether Mr. 
Howeson’s explanation was a true one. If they felt a man 
of Howeson’s wide experience, obvious intellect and 
capacity, realised the position, they must give effect 
to it. If they thought that Mr. Howeson’s explanation 
was true, they ought to give effect to that. 

The position was not very different when they came to 
consider the case of Mr. Hardy. He knew all about the 
pepper figures, and he saw everything relating to the 
prospectus. He knew about every purchase of pepper, 
and knew the position perfectly. Mr. Hardy never went 
to see Mr. Marx, so they would not have to consider his 
part in relation to any interview that Mr. Bishirgian or 
Mr. Howeson had with that gentleman. Mr. Hardy 
was a very able man with a great deal of experience, and if 
the jury felt that the explanations he had given in the 
witness box were true, they must give effect to them. 
The jury might think it strange that a certain thing 
happened with regard to each of the defendants without 
them realising what had happened. The jury might 
think that if it occurred to one of the defendants, that 
something was wrong, or that pepper had been forgotten, 
he would have gone to one or the other of the defendants 
and said, “‘ Why not put this in?” Were the jury 
satisfied that there was an intent by the omissions to 
mislead subscribers ? The defendants’ appreciation of the 
untruth of the document had to amount to this: to a 
realisation that they were going to deceive the public. 
If they realised this was going to mislead the public, 
then there was no difficulty about the intent to fraudu- 
lently induce. 

With regard to Mr. Bishirgian, the jury had to be 
satisfied that the document was an affirmatively untrue 
document in a material particular. Were the jury 
satisfied that it conveyed the impression of ordinary 
legitimate trading? Were they satisfied beyond all 
reasonable doubt that Mr. Bishirgian knew and appre- 
ciated that, and that he meant to mislead? If they had 
any doubt on any of those points, they must find in his 
favour. If the jury acquitted Mr. Bishirgian, they need 
not consider the case against the other two men because 
they automatically went out. If the jury convicted Mr. 
Bishirgian, they had to carefully consider the case 
against the other two men. Were they satisfied that Mr. 
Howeson knew that the prospectus was false, and that it 
was meant to mislead ? They had to consider the same 
thing about Mr. Hardy. If the jury were clearly satisfied 
beyond all doubt that they did know that, only then could 
they find them guilty. ‘‘ Always remember this,” con- 
eluded his Lordship, “ and it will be my final word. It 
is much better for a guilty man to escape than for an 
innocent man to be convicted.” The jury were asked 
to dismiss from their minds the size of the calamity which 
had been caused in this case. They had to concentrate 
on the September position, and consider whether there 
was a clear gamble. They must not say that a lot of people 
had lost their money and other points like that. The 
jury had to put these on one side and confine themselves 
to the issues in the case. They, in a Court of Justice, had 
to decide whether a particular offence had been com- 
mitted. They must not let any natural indignation take 
any part in what they were considering ; they must put 
that on one side and confine themselves to the issue, and 
ask themselves if they were really satisfied that the 
defendants or any one of them were guilty of the offence 
with which they were charged. 


The Verdict. 

After an absence of fifty minutes considering their 
verdict, the jury returned into Court and found all three 
defendants guilty on both counts of the indictment. 

Sir Patrick Hastings, on behalf of Bishirgian, said he 
would like to speak to his Lordship on the question of the 
penalty. He would like to submit—he did not know 
whether this would be the correct expression—that this 
" was a borderline case. Quite obviously from the evidence 
this was a case in which there might have been a great 
difficulty on the part of the defendants in forming a correct 


conclusion which the jury had decided. He was bound 
to loyally accept the verdict of the jury. 

“Mr. Bishirgian, so far as he is concerned,” said Sir 
Patrick, “is a man whom I can say without fear of con- 
tradiction of the very highest reputation amongst every- 
one who has known him in the City, and in respect of this 
matter not only did he make not one single penny out of 
it, not only did he spend the sum which has been men- 
tioned, £100,000, in making good the pepper losses, but 
he is utterly and completely ruined. He has lost far, far 
more in making good other losses in this respect than the 
£100,000. He is now without money at all; indeed, he 
is insolvent. This is one of the cases in which a defendant 
has suffered almost beyond belief for what he did.” 

Concluding, Sir Patrick said that the results to 
Bishirgian had been so terrible that he asked his Lordship 
to exercise leniency. 

In associating himself with the remarks of Sir Patrick 
Hastings, Sir William Jowitt said: ‘This case differs 
very much from that class of case in which defendants 
defraud members of the public and enrich themselves. 
These people have undoubtedly sunk all their money in 
this enterprise, and I feel sure your Lordship will regard 
that in passing sentence.” 

Mr. Monckton, on behalf of Hardy, said he fully 
associated himself with the remarks made by Sir Patrick 
and Sir William. Of course, he accepted the verdict of 
the jury, and did not desire to add anything further. 

Passing sentence, Mr. Justice Atkinson said: * After 
a long and patient trial in which you have had the advan- 
tage of the highest possible forensic ability, you have 
been found guilty of a very serious offence. You were ina 

at ition, a at position carrying great responsi- 
Gate, ont I Should be failing in my duty if I did not 
punish you. You, Bishirgian and Howeson, must go to 
prison in the second division for twelve months, and you, 
Hardy, for nine months in the second division.” 

Sir William Jowitt then rose and said that under 
Section 3 he understood he could ask for a certificate of 
the Judge who was trying the case that it was a fit case 
to appeal against conviction. 

The Judge: I give that. Would you like to indicate 
the reason ? I think it is a fit case to appeal on the first 
point of law, a fit point of law as to whether the document 
is capable of being held to be a false document. 

Sir William: I don’t want to elaborate every count. 

Mr. Monckton: I understand your Lordship can give a 
certificate for each of the defendants. 

The Judge: Yes. 

The Judge then discharged the jury from further service 
for seven years. 


Changes and Removals. 


Messrs. Brooke & Stocks announce that the practice 
carried on by the late Mr. Arthur Stocks, F.C.A., at 37, 
Manor Row, Bradford, and 15, Harrison Road, Halifax, 
has been acquired, and will be continued under the same 
title by Mr. Frank Ellis Green, A.S.A.A., Mr. George 
Edgar Shaw, A.C.A., and Mr. James Bertram Ross, A.C.A., 
in partnership, all of whom have been associated with the 
firm for many years. 


Messrs. Douglas, MacKelvie & Co., Sun Building, 
102-104, St. George’s Street, Cape Town, announce that 
they have changed the name of the firm to Douglas, 
MacKelvie, Galbraith & Co. 


Mr. H. R. P. Drane, Incorporated Accountant, has 
commenced public practice at Prudential Buildings, 
Portsmouth. 


Mr. P. D. Rabjohns, Incorporated Accountant, has 
commenced public practice at 2 and 3, Broad Street, 
Worcester. 4 


Messrs. Evans Smith, Boothroyd & Co., Chartered 
Accountants, 79, Mark Lane, London, E.C.3, announce 
that they have taken into partnership Mr. George Flower, 
A.C.A., A.S.A.A. The style of the firm will be unchanged. 
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Reglected Aspects of 
Rationalisation. 


A Lecrure delivered to the Incorporated Accountants’ 
London and District Society by 
PROFESSOR J. H. JONES, M.A. 

The chair was occupied by Mr. Henry Morcan, 
Incorporated Accountant. 

Professor JoNEs said: At a recent gathering of the 
British Association the subject of discussion was indus- 
trial administration, and two papers were read on the 
subject. After the papers had been read, Sir Josiah 
Stamp, who was present, was invited to share in the 
discussion. He was obviously not entirely happy about 
the papers, which were highly abstract and philosophical 
and historical—everything, in fact, except “* practical ’”— 
and he said something like this : “* We have heard a great 
deal to-day about Spencer and about Marx, but I would 
myself prefer to have heard more about Marks & Spencer.” 
I am afraid that when I have said what I have to say you 
will feel ready to urge the same criticisms against myself. 

You are men of business—or I should say that you are 
engaged in a profession which is practical—while I happen 
to be academic in my experience and outlook. I belong 
to that group of children who are always asking ‘“‘ Why,” 
whereas you are primarily concerned with ‘“‘ What ” and 
“How.” Not only that, but most of you present live and 
work in a prosperous area—for I assume that the majority 
of you live west of, say, Silvertown, and know as little 
about it as you know about Liverpool or Glasgow—while I 
come from the North of England and have spent most of 
my life in areas that either were or are depressed. I hope 
you will accept that as a coincidence and not assume that 
the depression of those areas has had anything to do with 
my presence there. (Laughter.) 

But the outlook of one who has lived and worked in a 
depressed area is bound to be very different from that of 
one who has known very little about depression. We in 
the North are being forced back to fundamentals. We 
are not content with machinery and structure, we are far 
more interested in policy. We are not satisfied with things 
as they are to-day, and for that reason we want to know 
much more about the probabilities of to-morrow. If I 
may say so without offence, it is in the areas that are now 
suffering from persistent depression that you would expect 
to find the long view rather than the short view, and what 
I have to say this evening comprises very largely the sort 
of question that the resident in a depressed area is con- 
stantly asking himself. 

You all know that we live at a time of very rapid 
industrial change. ‘‘ What is it that my foot is touch- 
ing?” she asked. “‘ It was the accelerator,” he replied, 
as he adjusted his golden crown. (Laughter.) While 
industrial change is not so rapid as that, the changes of 
the last 15 or 20 years have been so profound and rapid 
and their effects are likely to be so permanent that they do 
constitute as much an industrial revolution as those 
changes that occurred nearly 150 years ago and which are 
accepted by all writers of text-books on history as being 
the “‘ Industrial Revolution.” 

Pre-War ConpDITIONS. 

Before the War, we lived through a century in which 
competition reigned supreme. We relied upon the force 
of competition to produce the adjustments that were 
necessary in order to meet the desires of the people. The 
fruits of success were varied, and the penalty of failure 
was very severe. But at any rate it was a system that 
worked. It was a system that enabled us over a long 


period to employ, and presumably employ with some 
degree of efficiency, at least 95 per cent. of the working 
population. It was therefore a system that we should 
not discard too readily merely on account of what appear 
to be very violent changes in our experience. 

There was a simple test of efficiency. If a man was 
making a living as a worker, or if he was making profits 
as an investor or speculator, then he was presumed to be 
efficient. I do not suggest that the test of efficiency was 
entirely satisfactory. Not very long ago a friend of mine 
from New York told me of an acquaintance of his who had 
been down at heel for some time. One day he met him 
and found that he looked very much better; he was 
dressed quite smartly and evidently he had fallen upon his 
feet once more. So he said to him, ** I suppose you have 
found a job, and a good job, at last ?”’ and he replied, 
** Yes, I am doing quite well at the present time.”” ‘* Well, 
what is your job?” my friend asked. He replied, 
“* Psychology.” ‘“* Psychology?” he said, *“* What do 
you mean by that?” ‘“* Well,” was the reply, “ it is like 
this : Not very long ago I bought a bankrupt stock of 
fountain pens for a few cents apiece, and since then I 
have been reading all the obituary notices in all the papers 
in the States. When I see that a man, say John Smith, 
has died in Idaho or some other place, I pack up one of the 
pens and send it to his address with a note in which I say, 
‘Dear Mr. Smith, in accordance with your kind and 
repeated request, I herewith enclose the fountain-pen, the 
charge being six dollars. I am sorry for the delay.’” 
(Laughter.) And he said that in about 50 per cent. of 
the cases the members of the family or trustees of the 
deceased, thinking perhaps that it was the last order the 
deceased had sent, would remit the money. “In about 
25 per cent. of the cases,” he added, ** I get the pen back 
with a note that Mr. Smith is dead and will therefore not 
be able to use the pen, but in the remaining 25 per cent. of 
the cases the people are so dishonest that they neither 
return the pen nor send me the money.” (Laughter.) 
Well, judged by pre-war standards, and it may be post- 
War standards, that man would be termed efficient— 
from which we see that the test of efficiency was not en- 
tirely satisfactory, even in those days. 

During that period we saw small firms become large 
ones, and even before war broke out people began to 
confound efliciency with size. I have in my mind at the 
present moment a firm in the North of England which 
now employs 7,000 or 8,000 people. It has branches all 
over the world and it had very small beginnings in the last 
generation. That firm did not become efficient and 
prosperous because it was large, but it became large 
because it was already efficient and prosperous. Large 
scale enterprise before the War was very largely the 
evidence of efficiency, the evidence of highly skilled 
leadership, powers of organisation and so on, rather than a 
mere condition of efficiency. I refer to that in passing 
because I believe it is something that we ought to remem- 
ber, even at the present time. 

There is a tendency even now to think that if anything 
is large it is bound to be efficient, while if anything is 
inefficient it is assumed to be because it is not large enough. 
There are, however, people in Germany at the present 
time in control of very large organisations who have come 
to see that the cost of idleness is so heavy, the difficulty of 
maintaining a full load so serious, that they have come to 
regret their policy of building up very large enterprises 
which are now more a liability than an asset. 

Post-War ConpDITIONsS. 

Well, since the War that force of competition upon 
which we used to rely has been assumed to be quite in- 
adequate to meet the problems of the time and we have 
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embarked upon a policy which is sometimes called ration- 
alisation, sometimes called planning. In the good old 
days it used to be called a movement to secure monopolis- 
tic control for an industrial concern. For our purpose 
this evening it is sufficient to regard rationalisation as an 
attempt to secure the control of an industry as a whole 
for the purpose of building up the most appropriate 
structure and carrying out the best kind of policy. In 
the old days, when competition reigned supreme, the 
power of an individual controller of a business over 
general industrial policy was bound to be almost negligible, 
for although he could pursue his own policy in his own 
establishment, the policy of the industry as a whole was 
merely the aggregation of individual policies. In a 
** rationalised ” system, however, it is contemplated that 
there will be concerted policy and that the industry will 
move forward as a single unit rather than as a mere 
aggregate of units between which there is little or no inter- 
course ; and it is about the implications of that process of 
rationalisation that I wish to attempt to say a few words 
this evening. 

Some of you, as accountants, it is well known—or at 
least it is suspected in the country outside—have made a 
great deal of money out of this rationalisation movement. 
You are invited by firms that are about to amalgamate 
or to co-operate more closely than they have done in the 
past, to submit various schemes that appear to be appro- 
priate to the conditions under which they operate. You 
are concerned as a profession with forms and formalities. 
You have not regarded it as part of your professional 
function to say to your clients, ‘* Why do you want this ? 
Are you sure that you are proceeding along the right lines ? 
It is our business not merely to tell you the kind of amal- 
gamation that might take place and the way in which 
capital may be juggled with ; it is also part of our problem 
to discuss with you the real purpose of the amalgamation 
and its significance in the future history of the industry.” 
You have left that aside as not being within your pro- 
fessional function and you have been content merely to 
submit schemes which are concerned with the forms of 
amalgamation and to accept your fees in due course. 
You worked very largely in the days of pressure after the 
War, when changes were taking place very rapidly, when 
amalgamations were almost of weekly occurrence, when 
things had to be done quickly if they were to be done at 
all, and you improvised schemes. 

You rationalised yesterday, and now we have to re- 
rationalise. You were party to schemes of reorganisation 
that appeared to many of us on the outside to be undesir- 
able, not merely in the wider interests of the community 
but even in the narrower interests of the industry itself 
or of the firms that were being amalgamated. You have 
only to read the history of the steel industry during the 
last 15 years to realise what I mean. It is therefore 
desirable, if we are going to proceed with this movement, 
as the Government appears determined to do, that we 
should ask ourselves what is the real purpose of rational- 
isation and what are the responsibilities that are created 
by the process of rationalisation itself, and on whose 
shoulders should those responsibilities be placed. 


PuRPosE OF RATIONALISATION. 


First of all, it may be taken for granted that the purpose 
of rationalisation is to improve the position of the industry. 
An industry which is prosperous seems to call for no kind 
of interference ; it is the industry that is not prosperous 
that calls for medical treatment. The depression from 
which an industry may suffer may be one of two kinds. 
It may be simply a cyclical depression, representing 
merely the ups and downs of trade which we have experi- 


enced for at least a century, and for that reason it will be 
in all probability a temporary phase ; or it may be that 
the industry is suffering from a persistent decline due to 
more permanent industrial changes. 


SoME OF THE PROBLEMS. 

The first problem is a very simple one. Right through 
the 19th century, depressed industries during a period of 
depression were able to get together and tide over the 
period of difficulty by working short time or restricting 
output or entering into various kinds of gentlemen’s agree- 
ments that were often more honoured in the breach than 
the observance. But when you are dealing with an indus- 
try that is faced with the danger of a persistent decline 
the problem becomes much more difficult. You are faced 
not merely with the issue of increasing efliciency—which 
is always an issue before everybody every day of his life—- 
but with the very much more difficult issue of trying to 
adjust the producing capacity of the industry to the 
normal requirements of the future. 

Now how are you going to do that? You may say, 
‘** Let us try voluntary amalgamation.”” The Lancashire 
Cotton Corporation was formed to try to handle the 
situation on voluntary lines. Such voluntary amalgama- 
tions discover one very important fact—that the best 
people will not join and the second best and the third best 
right down to the worst, are prepared to consider amal- 
gamation on terms. The worst indeed may be very ready 
to come in in order to save their skins. That is your first 
difficulty. 

Or again, if you take the case of the coal industry, where 
you have first of all in a district a small number of very 
large coal combines which jointly control possibly 70 or 
80 per cent. of the total output of the district, and you then 
find the remaining 20 or 25 per cent. divided up between 
dozens of relatively small enterprises, some of them hardly 
noticeable. When the half-dozen or so of the large 
combines come together and enter into some form of 
collective agreement, they find that their real difficulty is 
always with the small outsiders. 

So you have two kinds of failure in experience when you 
try to organise an industry on collective lines, either, in 
the one case, the reluctance of the best people to come in. 
or, in the other case, the reluctance on the part of the 
weaker people to come in except at a price which makes 
collective effort unworkable. 

It is there that you find the real argument for com- 
pulsion. But whether the amalgamation be purely volun- 
tary, as in the case of the shipbuilding industry of this 
country, or compulsory, as it is likely to be very shortly 
in the coal mining industry, these amalgamations are very 
quickly faced with fundamental problems of policy. 

The first difficulty lies in the fact that in the industries 
that require to be reorganised in the near future there 
exist, it may be a small number, it may be a large number. 
of highly important combines. Those combines have 
hitherto been in a position to dictate policy, and the policy 
that they dictate results in a development of the industry 
along lines that are determined by the accident of owner- 
ship. That is particularly the case in the iron and steel 
industries both of this country and of other countries in 
Europe. 

Most of you know that even before the War there was 
strong movement towards amalgamation in the iron and 
steel industry and that some very large firms were created. 
such as John Brown and Vickers and Armstrong, as they 
were then. To a large extent they were armament firms 
which owned and operated establishments in different parts 
of the country, which had built up large aggregations of 
capital to suit their own particular needs. The number of 
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such firms has, to some extent, grown, and the importance 
of such firms has enormously increased during the last 
15 or 20 years. 

Now when it comes to rationalising in the sense of 
pursuing a collective policy, we take it for granted that the 
small man, representing the outer fringe of the industry, 
should be dealt with in more or less summary fashion. 
They are weak, their establishments are small, they count 
for very little and they exercise no influence. Shut them 
down, we say, and concentrate on the larger units. That 
is the approved policy of practically every industry at the 
present time, and that, it may be, in spite of the fact that 
the smaller people on the fringe are within their own sphere 
efficient. The rights of ownership have been definitely 
restricted in their case, or if they have not yet been they 
are likely to be in the future. Even though the amalgama- 
tions themselves are on a semi-voluntary basis, when 
policy is to be pursued those smaller people will be squeezed 
out irrespective of their efficiency in the markets which 
they serve, and the purpose of it will be to concentrate 
production on the larger units, possibly in some cases as a 
salvage operation, in order that the larger units may be 
able to show those economies of which they are capable 
if given a full load. But when you come to the big man, 
you cannot deal with him in the same way. He is big 
enough to be an obstacle. He is something that has to be 
reckoned with. And yet you cannot get him to submerge 
his own identity in the larger whole in the way that the 
smaller man is compelled to do. 


Ricuts OF OWNERSHIP. 

The first point that I would submit to you is that if we 
are to rationalise industry we shall have to face the 
question whether the rights of ownership that are being 
restricted, and very severely restricted, in the case of the 
smaller firm, will not also have to be restricted in the case 
of the larger combines that already exist in the industry. 

I would like to press that point. If, for example, you 
are to build up the strongest possible steel industry in 
this country, you have to look at it as a whole. You have 
to consider its possibilities in relation to technical problems 
that arise, to the geographical factor, and so on. But 
what has been happening in the past, and is likely to 
happen in the near future is that the actual line of de- 
velopment of the steel industry has been and will be 
determined by the accident of ownership, that is to say, 
by the particular grouping of the larger combines already 
existing in the trade, irrespective of the fact that that may 
not be the best grouping from the point of view of the 
industry as a whole. And it is of the first importance 
that if we are going to deal strictly, in the sense that I 
have already described, with the smaller firm, we should 
be equally prepared to deal strictly with the larger firm. 

That leads me to the next of the big points that seem 
to me to call for discussion at the present time, in view of 
the policy that the Government either is carrying out 
or has foreshadowed in the near future, and that is the 
way in which the districts are to be handled. If, again, 
you go back to the 19th century, you will find that work- 
ing under a system of competition it was assumed that a 
manufacturer had no responsibility for the district in 
which he lived—no responsibility for the people that he 
employed. It was assumed that if he went under, some- 
body else would come along. In any case, we were living 
in a world that was rapidly expanding, and, in practice, 
when some people did go under, others came to the top. 
There was no problem, such as the one which we now call 
the problem of the depressed or special areas in this 
country, to be faced. But even at the worst, the business 
men who employed workpeople in a particular district, 
and whose industry might be the foundation of the district 


as a whole, struggled on in their own interests as long as 
possible. They felt that from their own point of view there 
was nothing for it but to fight, and so the interest of the 
business man was identical with the interests of the 
district. 

To-day, however, you find an entirely different con- 
dition of things. You find that those businesses that were 
the creation of personalities of note in their own particular 
areas are now under the control of large national combines 
with no particular interest in any one district—combines 
whose leaders have to serve their own shareholders, 
combines that are out merely for efficiency. And yet, 
not merely individuals, but whole districts may be de- 
stroyed or made by their own action. That is what is 
happening at the present time in quite a number of 
industries and districts. It is happening in the coal- 
mining industry, it is happening in the iron and steel 
industry, and it is happening in the shipbuilding industry. 


SHIPBUILDING. 

Let me take one or two illustrations. There is an 
organisation in the country known as National Shipbuild- 
ing Limited, the purpose of which is to buy up shipbuilding 
yards in order to close them down. It is an organisation 
that has definitely been created in order to adjust the 
producing capacity of the shipbuilding industry to the 
normal requirements of the future. Its object is above 
suspicion, and as far as I know all the methods it has 
hitherto employed have been worthy of nothing but 
praise. But let us take a purely hypothetical case. Near 
Glasgow, let us say, there is a township which has been 
built on two ship yards. On the North East Coast there 
is another township which has been built on two ship 
yards. It is required in the interests of the industry as a 
whole, and the economic future of this country, that 
two of those ship yards should be closed down. Now which 
couple should be selected for this purpose ? If the less 
efficient ones are on the North East Coast, presumably 
they are the ones that should be selected for destruction. 
But if you do that you are destroying not merely two 
ship yards, but also a whole community, and failing alter- 
native industries there is nothing left for that community 
but to migrate to some other part of the country. Not 
only that, but the ship yards on the North East Coast, 
while technically less efficient at the moment, may not 
be fundamentally less efficient in the sense that if they 
were controlled and operated by equally able leaders 
they might not be equally efficient. The momentary state 
of affairs is not a satisfactory criterion of the possibilities 
of a district. National Shipbuilding Limited, or any 
organisation of that kind, has to consider these various 
problems, and I should be surprised to hear that an 
organisation of that kind would press the test of efficiency 
in the narrow sense so hard as to select the two on the 
North East Coast without reference to what was going 
to happen to the people living in that district. The 
moment they began to consider what would be the con- 
dition of the district if those two ship yards were closed 
down they would be faced with a further difficult problem 
—whether it would not be better to have one district 
completely destroyed than to have two districts half 
destroyed. 

Coat MINING. 

Take again the coalmining industry. The immediate 
purpose of the 1930 Act was to give breathing time to the 
mining industry in order that it might afterwards establish 
a real scheme of reconstruction. It was not intended by 
those who promoted the Act that it should continue in 
operation indefinitely and in unchanged form. Part 1 
was merely intended as a stop-gap in order that the coal- 


owners might be able to build up an organisation that 
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would afterwards enable them to reduce their capacity 
to future requirements. That, of course, has not been 
done. What we expect to follow never does follow. But 
we are now promised compulsory selling syndicates in the 
coalmining industry, on a district basis, and one purpose of 
those syndicates, if they are properly conceived, will be 
not merely to raise prices in order that the miners may 
obtain higher wages, though that is important, but also 
to reduce the producing capacity of the industry to the 
requirements of the nation. 

What will happen ? You will find on the periphery, on 
the circumference, collieries that have quite favourable 
balance sheets, that supply local consumers, and that are, 
by every pre-War test, highly efficient. You will find large 
organisations in the centre regarded technically as far 
more efficient, with less favourable balance sheets, the 
unfavourable balance sheets being due to the fact that 
they are not working to anything like their full capacity. 

Now how are you going to handle a situation of that 
kind ? You may say that we must force the production 
into the hands of the larger people, and shut off the ones 
on the circumference in the interests of efficiency more 
broadly interpreted. If you pursue that general policy 
you are immediately faced with the question of whether 
you are entitled to force large groups and districts—not 
merely the miners themselves, but the shopkeepers and 
miscellaneous tradesmen who have been carrying on 
business in the locality—-whether you are entitled to 
force those people out of business altogether merely (to 
all appearance) as a salvage operation, to enable the 
larger central organisations to produce as efficiently as 
they would be able to do given a full load. 


Sree. InpustrRyY. 

Or again, if you take the steel industry, there was 
a case quite recently that was much advertised in the 
newspapers—the case of a firm whose main establishments 
were at one time in South Wales, but who, immediately 
after the war, if not during the war, had acquired an 
establishment in Lincolnshire which has since become 
very much the largest of the group. It was feared that 
the smaller yet very prosperous establishments in South 
Wales would be closed down in order that the one in 
Lincolnshire might be developed. 

Now I am not concerned with the merits of that case ; 
I am merely trying to indicate the difficulties with which 
the rationalisers of this country are faced. Who is to 
determine the right part of the country in which to carry 
on that kind of manufacture for which this firm has been 
responsible ? Who are the best judges of the economic 
possibilities of districts ? In all cases that we have had so 
far, the policy has been determined by a particular group 
of people who happened to be in control at a particular 
time, and people with no responsibilities to anybody 
except their own shareholders. 

Now that is not fundamental reconstruction. If we are 
to build up an efficient iron and steel industry in this 
country, then we have to start at rock bottom ; we have 
to forget who the owners of various establishments are ; 
we have to consider the best method of organising the 
industry from a technical and marketing point of view, 
and then create ownerships for the purpose of carrying 
them on. Unless we do that, I fear we shall not be doing 
anything more than creating problems for the future. 


DANGER OF ERROR. 

But I come back to what I said at the beginning, and 
this will be my last word, because my time has gone. We 
are living in a world of change. Even the best technical 
experts make mistakes. In the 19th century we had one 
very important safeguard against serious error, and that 


safeguard was that under the competitive system responsi- 
bility was distributed over so many people. If one went 
wrong, his error did not affect the others. To-day we have 
unified control in a large number of industries. The 
problem of control is far more difficult. Error is at least 
as likely as in the past, and the consequences of error are 
far more serious than they have ever been before. And 
the best technical and administrative brains are apt to 
make mistakes. The recent history of the steel industry 
of Germany is one of the best illustrations of that danger 
that I have come across. If I may be technical for a 
moment : ten years ago the Germans built a steel industry, 
or adapted their steel industry, on the assumption that 
the most economic unit of production was one that pro- 
duced at least half a million tons a year of semi-manu- 
factured steel. They have given that up—they have 
given it up at the same time as we are adopting it. What 
they now appear to do is to concentrate upon a particular 
product at the end—it may be rods, tubes, plates, &c.— 
they concentrate the whole production in one factory, or 
as few as possible. They start by standardising at the 
end, and all the previous processes are adapted to that 
requirement. That is a complete change in outlook on 
the part of the Germans, and it has had a great effect 
upon the organisation of the industry. It may be that 
the same thing will happen here. I regard with a good 
deal of apprehension the danger that a particular group 
of people in this country might exercise control in such 
a way as to destroy large aggregations of capital and all 
the vested interests that have grown up in a particular 
neighbourhood, only to find, five or ten years later, that 
they have been completely wrong, and that they will 
have to start all over again, when the damage has already 
been done. 
Discussion. 

Dr. W. H. Coates, B.Sc., said 1t was not his task to 
say anything in the way of thanks to Professor Jones for 
the able address he had just given them ; that duty lay 
in other hands. ‘I come to bury Czsar, not to praise 
him,” Dr. Coates said. First, they would have to ask 
themselves whether all they had heard complied with the 
definition that these were ‘“ Neglected Aspects of 
Rationalisation.”” There might be, he suggested, quite 
different views on that. All these problems were and 
must necessarily be within the minds of those who were 
responsible in any large sense for industry. It was true 
that depressed areas had got to take a long view, but few 
industrialists concerned for the life of their undertaking. 
even in prosperous years, would admit for a moment 
that they could be content with a short view. Where 
they competed, for instance, in international trade they 
must cast their eyes abroad to the Far East, and that 
certainly was a problem which asked for a long view. 
Industry, too, changed very rapidly nowadays. But 
more important still, he thought, was the fact that in 
certain great fundamentals conditions were different from 
what they had been for a good many years. Take the 
key of electric power and consider its significance. Take 
the great trend of population. Watch it in all the 
countries of Europe and see it approaching a stationary 
state. Regard the nineteenth century as one of growing 
industrial centres, populations demanding cheap food and 
the wealth of industrial districts going out to open up the 
agricultural and pastoral areas. Let them ask themselves 
whether that was usual to-day. Take, again, the question 
of productivity and war debts. Consider for a moment the 
derangement of the various harmonies and balances of 
the pre-war system arising out of the war, particularly 
in regard to agriculture as a whole and the effects of a 
falling price level upon an international debt structure 
built up upon a theory of rigidity. He asked them to 
demur to the doctrine that rationalisation meant a desire 
to obtain control of an industry. But words were dull 
things and definition was always difficult. One of the 
problems that continually obsessed him was: What is an 
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industry ? Where does it start? How were they to 
draw the line? He found it a most baffling problem. 
The old idea of free competition was, as Professor Jones 
had said, that no one producer should control the market, 
that the actions of no one should be sufficiently large or 
important to affect the main tendencies. But Professor 
Jones knew quite well that the manufacturer sought the 
most efficient results and constantly tended to press his 
production to that margin of efficiency where cost equalled 
price. Such, however, was the liability to error—of which 
Professor Jones spoke at the end of the lecture—that, 
generally speaking, or at any rate over a considerable area 
of the field of activity, mistakes would be made and 
production would rise to excess. That led, in the case 
of an ordinary small unit, in the absence of knowledge— 
which the existence of separate units connoted—that led 
to competition in price until all the producers were forced 
down to a level at which they would be making losses. 
That was good, of course, for the consumer. But we 
were more humanistic, he thought, to-day in certain 
respects. ‘To-day regard was had to the effect of such 
conditions upon labour. He desired to say a word or 
two on the question of the effect of rationalisation on 
districts, because it really was most serious. Professor 
Jones recognised quite clearly that one was up against 
very difficult problems in settling what one should do. 
All that he (Dr. Coates) wanted to do was to enter a 
protest against a conception that industrial units 
were heartless. His own experience in connection with 
one of them at any rate told him that the doctrine of 
care for labour was a dominant consideration, and it was 
one to which large units could very often give effect with 
greater certainty, with a longer range and with a finer 
humanistic feeling than was possible in the case of the 
small man in times of rapidly changing industrial con- 
ditions. Such instances as that of the National Ship- 
builders raised very difficult problems, but of course one 
had to ask what would be the alternative in smaller 
industries. Would they be able to rescue themselves 
or not? He did not know, and Professor Jones did not 
give them the answer. He was quite sure that Professor 
Jones must find that question as difficult as the rest of 
them did. On the whole, error would always creep in, 
but he would submit that in general a larger unit had a 
hetter opportunity of gathering around it on a permanent 
basis experts who could devote specialised attention to 
these larger economic and financial problems than was 
possible for a small industrial manufacturer. Where the 
small man had to do everything for himself economic 
considerations tended to get overlooked. Many people 
complained that in industrial conditions, as they existed 
now in this country, in some matters of policy large 
economic issues tended to be pushed to the wall and not 
to be regarded as of that dominant importance which he 
was sure the professional eye of their Lecturer would 
attach to them. 

Mr. H. C. Ho_man said he had attended there at the 
invitation of the Chairman of the District Society, and 
was not an Incorporated Accountant but a Chartered 
Secretary. He knew very little about rationalisation ; in 
fact he had not yet seen any satisfactory definition of 
the term. If Professor Jones could tell them something 
concise and comprehensive as a definition of rationalisa- 
tion, he personally would be very glad. He was afraid 
that, in the past, company directors had grasped the word 
“rationalisation * as a description for all sorts of alter- 
ions in the internal organisation of their companies and 
also in their relations with their competitors. He thought 
himself that the word had been much abused. There was 
undoubtedly a very large field for the rationalisation of 
industry by the cutting out of uneconomic units and by 
the improvement of technical knowledge and administra- 
tion. But there was one aspect which, he thought, had 
been very seriously neglected by many of the people who 
had pressed forward the policy of rationalisation, and he 
would very much like to have had it discussed there that 
evening. He referred to the effect of rationalisation upon 
labour. It was a matter of considerable surprise to him 
that the Government should be supporting rationalisation 
at a time when unemployment was so high. If they took 


any industry and by amalgamation cut out uneconomic 
units, it necessarily led to a reduction in the amount of 
labour employed by that industry. That was, perhaps, 
the short view, but taking the long view, the improvements 
in the methods of manufacture following rationalisation 
should result, theoretically, in the cheapening of the 
product, and, consequently, in most industries in the 
increase of consumption, with the result that the industry 
would expand. The short view, in his opinion, was that 
labour would be displaced temporarily. Another aspect 
that he thought should be considered was the “* trustifica- 
tion,” if he might use the word, of industry. In America, 
there existed the Sherman Laws for the prevention of 
the control of a particular industry getting into the hands 
of one concern or a limited number of concerns. He 
believed, at the end of the war, the Government was 
rather unhappy about the “ trustification ”’ which had 
taken place during the war, and they made accountancy 
investigations in certain industries to ascertain whether 
the consumer was being charged a price in excess of what 
was reasonable. So far as he was aware, no action was 
taken by the Government as a result of those investiga- 
tions, but there was the risk that directors, believing that 
they had the control of industry in their hands, would 
charge excessive prices for their product. He personally 
was in favour of rationalisation, but it did seem to him 
that there was a lot to be said for the argument that 
concerns which were unable to make profits should go to 
the wall and that other concerns able to trade on a profit- 
able basis should be allowed to continue trading free of 
the burden of carrying the uneconomic units on their 
backs. It was true that there were always misguided 
people who were prepared to put money into even 
uneconomic concerns in the hope that something 
would turn up, but in the long run the producer on 
the margin of production would disappear to the 
benefit of the trade as a whole. In conclusion, he said 
that it seemed to him that there was in modern business 
too much interference with the ordinary economic laws. 
His own view was that interference with the prices of 
tin, rubber and other raw commodities was not in the 
best interests of the producers. They had an example 
of that in the exorbitant price to which rubber was 
pushed under the Stevenson scheme. It resulted in huge 
areas being planted with rubber, with the result that 
production was far in excess of consumption and the 
price of rubber rapidly declined. While he admitted 
that rationalisation brought about improvements by 
cutting out the uneconomic units, it did seem to him 
that that could be arranged in a better way by allowing 
some of the concerns to disappear by natural economic 
processes. The result would mean the elimination of the 
increase in unemployment which arose from rationalisation. 

Mr. Rosert Asuworru remarked that Dr. Coates had 
told them that he had come to bury and not to praise 
Cwsar. Caesar having already been dealt with, he would 
like to praise Professor Jones for the wonderful lecture he 
had given them that night—even though it might be 
necessary to bury him. (Laughter.) There seemed to be 
a great confusion of thought on the question of 
rationalisation. Two factors stood out in his mind from the 
lecture. One was that Professor Jones had spoken of 
rationalisation which came from a system of freedom ; and, 
secondly, of rationalisation which might come from control. 
The title of the lecture was ‘“ Neglected Aspects of 
Rationalisation.”" He had not heard anything that night 
which they could say had been neglected. The point that 
had been neglected was not whether there should be control 
or no control, rationalisation or no rationalisation, but who 
was going to do the job—and that was where it was going 
to stick, although there were many people well steeped in 
management competent to do the job. The point was, 
who was going to do it without clashing with the various 
interests involved. Then with regard to competition, 
Professor Jones had implied that competition ceased if a 
business was rationalised. But in the main, both Professor 
Jones and Dr. Coates had been speaking of rationalisation 
of production. Personally he (Mr. Ashworth) laid no claim 
to large academic knowledge, but he did claim to have had 
a wide practical experience, and this experience had taught 
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him that competition in marketing multiplied, generally 
speaking, with rationalisation. For instance, two or three 
businesses were joined together. They applied their 
rationalisation scheme to production, they merged their 
manufacturing effort, but left their goods to be marketed 
under the same separate trade marks as before, with the 
same distinct selling organisations. The fight then 
became all the keener, because there were executives in 
charge of those respective units who were anxious to 
show the man up above that they were the ones to do the 
whole job, and consequently there continued a wasteful 
competition within the irrationalised concern itself which 
very often nullified any possible merger advantages. It 
was also implied by Professor Jones that rationalisation 
meant planning. His experience had taught him that it 
meant nothing of the kind. What happened was that 
one or two concerns fearing that dreadful thing—com- 
petition in a depressed period—because there might be 
personal difficulties of organisation; on the one hand, 
the difficulties might be those arising from _ over- 
organisation, while, on the other, they might be those of 
no organisation. Fearing that dreadful thing competition 
—they put their heads together and considered what they 
were going to get out of the proposed merger individually 
from the point of view of avoiding, at least temporarily, 
the consequences of bad management. The shareholders 
voted, usually by proxy, and the holders of the proxies 
were those who were afraid of the competition. There 
was generally no proper planning of administration, 
production or marketing, and the conduct of the business 
being governed by a policy of drift with free scope for bad 
management. In his opinion there was nothing to be said 
really against rationalisation ; it was the method in which 
it was carried out to-day that ought to be attacked ; and 
when he saw the title of the lecture ‘‘ Neglected Aspects of 
Rationalisation ” he thought he was going to hear some- 
thing about management. Unfortunately they had not 
heard anything with regard to that much neglected aspect 
of rationalisation. But he would like to say that he 
had thoroughly enjoyed the lecture and he thought the 
time had come when the country ought to consider some 
form of control of management. He did not mean 
Government control but industrial control, and Professor 
Jones had thrown it out to accountants that they were 
the people who might step in and fill the breach. 

Mr. Busscuau said he always became very sceptical 
when he saw a word ending in “ - Sation.”” When 
they spoke about rationalisation, he thought the word was 
sometimes a cloak with which people covered up the loose 
ends of their thoughts. It might be, as Professor Gregory 
had said, that rationalisation was just a new technical 
name for old technical ways of eliminating competition. 
On the other hand, it might be just a kind of process by 
which people did things that they really wanted to do and 
then found reasons for doing them afterwards. He 
thought that some of those problems were repercussions 
of international political and economic problems of the 
post-war world, and the real danger, as Professor Jones 
had pointed out, was that interfering with industry made 
not fewer ills. There were all kinds of vested interests, 
capital wanting to destroy labour and labour wanting to 
destroy capital. So it might mean if there was Govern- 
ment interference, trying to force control on to a particular 
industry, that that control might be influenced largely 
by political considerations and not by what was the most 
efficient way of doing it. So he thought the problem 
was much more complex, and they should be very grateful 
to Professor Jones for bringing forward his new points. 

The CuarrRMANn said that he would like to refer to one 
observation made by Professor Jones. He had suggested 
that a great deal of money had been made by the 
accountancy profession out of schemes of rationalisation. 
He (the Chairman) wanted to remove any misconception 
from the professor’s mind. (Laughter.) So far as the 
accountancy profession generally was concerned, those 
schemes of rationalisation had had a most serious effect 
upon the fortunes of practising accountants throughout 
the country. What frequently happened was this: a 
rationalisation scheme was adopted which rendered 
necessary the formation of a great holding company 


which embraced a large number of existing companies 
and businesses. Those companies had their own separate 
auditors and when the holding company was formed some 
prominent firm was appointed the auditors for it. The 
suggestion was then put forward that the auditors of the 
parent company should be auditors of all the subsidiaries. 
Practising accountants who had been associated as 
auditors of the various subsidiaries for many years were 
consequently displaced. As a result, accountancy work, 
instead of being carried out by members of the profession 
in the capacity of principals, was being done by them in 
the capacity of employees. That forced many young 
qualified men either to go into commerce or to enter tlic 
service of the large accountancy firms, because tlic 
opportunities of building up their own practices were 
considerably restricted. That was “ a neglected aspect of 
rationalisation.” Professor Jones had referred to the 
necessity of having regard to the welfare of workpeople 
and to the welfare of districts. He (the Chairman) would 
ask him to bear in mind the welfare of practising members 
of their own profession who were displaced by those great 
schemes of rationalisation. 

Mr. WALTER HoLMAN, in proposing a vote of thanks to 
Professor Jones, said he did not believe that accountants 
took so narrow a view as the Lecturer had suggested. In 
his view accountants, when asked to advise on schemes of 
rationalisation, did not limit their advice to the actual 
financial aspects of the particular case but extended to 
it all the other aspects which came within their purview. 
Professor Jones had raised many important issues, but he 
had—wisely perhaps—trefrained from supplying — the 
answers. One felt that one could profitably spend an 
evening listening to his own solutions for the problems 
he had put before them. He (Mr. Holman) would have 
liked to have heard his view as to whether he regarded 
rationalisation as desirable from the point of view of 
providing goods in quantity rather than in quality— 
because mass production always seemed to him to have 
the result of prostituting public taste, providing people 
with goods which might be plentiful but certainly were 
not beautiful. To those of them who read Professor 
Jones’ articles which constantly appeared in_ the 
Accountant, it was interesting and helpful to meet the 
man himself. 


The vote of thanks was carried by acclamation. 

ProFessor JONEs, in reply, said that evidently he did 
not make himself quite clear as to what he meant by 
rationalisation. He had used the term in a very general 
sense. It was a term that he disliked as much as anybody. 
But it had one feature which was quite clear—it was a 
word that was borrowed from Germany. It was used by 
the Germans first of all during the war in the sense of 
rationing, which implied collective control, and then the 
idea of collective control remained, collective control 
being for a purpose—the purpose being not necessarily 
to destroy competition but to build up that structure 
and to pursue that policy which was in the best interests 
of the industry having regard not merely to the needs of 
the moment but also to the needs of days to come. In 
that sense he personally was, and always had been, in 
favour of rationalisation. But he had been more con- 
cerned that evening with things that were neglected in 
the council chamber. He knew that they had talked and 
talked about what he might call the human side of 
rationalisation. They discussed it in the university, they 
discussed it in their journals—everybody discussed it; 
but when they came to the council chamber itself, how 
little they found that these wider obligations and 
responsibilities found a place. He agreed with Dr. Coates 


that large organisations were very generous in their 


outlook as far as labour problems were concerned. But 
there was a great difference between deciding what to do 
with people one employed and what to do with a district 
that one was going to vacate. It was what happened 
to the district as a whole that was one of the things that 
were neglected, and seriously neglected, when practical 
discussions came up. One might lay down a general 
principle, namely, that at all times and in all circum- 
stances one should pursue the goal of efficiency. He had 
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no quarrel with that, provided efficiency was properly 
interpreted ; but the mere laying down of that general 
principle did not prevent people in practice from pursuing a 
very shortsighted policy. So he would disagree from what 
Dr. Coates said about the prosperous industries being 
compelled to take a long view by the exigencies of the 
situation. His (Professor Jones’s) wife went to Australia 
in the winter of 1929-30. She reached Perth in the last 
week but one of November. She went to visit her brother, 
and her brother, anticipating her arrival, had ordered, 
several weeks before, a new motor car—a medium priced 
motor car—from this country. Nearly everybody else 
in Perth used American cars, but he had always bought 
English cars. Delivery was promised in September, but 
when his wife arrived the car was not there. In spite of 
cables and urgent messages of all kinds, November passed, 
December passed, January passed, and February passed. 
His wife was due to sail for home about March 23rd, 
and the car arrived exactly one week before, just in time 
to take her to the ship. Why should our motor car 
manufacturers bother about export trade so long as there 
was a tremendous vacuum in this country to fill up ? 
Now they were going abroad—why ? Because they were 
beginning to feel the pinch. They had filled up this 
vacuum and now they had to induce new customers, both 
here and abroad, and they were beginning to talk about 
making new high-powered cars for foreign purposes, &c. 
They were probably ten years or more too late. That 
was an illustration of a prosperous industry that pursued a 
shortsighted policy, and in spite of all the goodwill that 
was found in Australia and Canada towards the manu- 
facturers of this country, the opportunity was lost and 
Australia was to-day full of American cars. Take the 
housebuildi industry at the present time. It was 
prosperous, but did they find builders adopting a long- 
sighted policy ?_ Did they find manufacturers of articles 
ancillary to buildings taking the long view ? Look at the 
rubbish they were turning out. There would come a 
time when they would be sorry that they did not turn out 
better material, a time when speculative builders would be 
cursed for taking the short point of view. They were 
simply utilising the circumstances in which they were 
placed at the moment in a way that was not going to be of 
such advantage to the community as a whole as if they 
had taken a much longer view of the situation. In that 
connection he would like to say one word in defence of 
efficiency in the unsheltered industries—the depressed 
industries. One read again and again statements to the 
effect that if only the employers in the depressed industries 
were as efficient as those in the newer and more prosperous 
industries, things would be very much better. Having 
regard to the age of the average depressed industry and 
the factor of obsolescence, his own feeling was that the 
standard of efficiency had been raised at least as much 
as in any of the other industries of the country, and the 
depression of those industries was not due to the so-called 
inefficiency from the technical point of view. It was 
due more to circumstances beyond their control, and they 
were receiving a good deal of criticism when they ought 
to be in receipt of sympathy. 


INDIAN COMPANIES ACT AMENDMENT. 


In connection with the proposed amendment of the 
Indian Companies Act, 1918, a special officer was ap- 
pointed last year to deal with the various memoranda 
and representations received by the Government, and to 
make his report. The Special Officer having completed 
his report, the Government have appointed a Special 
Committee to deal with it. Sir Nripendra Nath Sarkar 
will act as chairman, and the other members of the Com- 
mittee are Sir William Lemon, Sir Joseph Kay, Prof. 
Sohrab R. Davar, Mr. N. R. Sarkar and Mr. Aikman. 

Mr. T. A. Stewart, C.I.E., Secretary of the Commerce 


Department, will act as the secretary. 


FORTHCOMING EVENTS. 


March 2nd. Newcastle-upon-Tyne District Society. At 
Middlesbrough, at 7 p.m. Lecture by Mr. 
T. H. Brown, A.S.A.A., on “* Hire Purchase 
Accounts.” 


Devon and Cornwall District Society. At 
Plymouth, at 6.30 p.m. Students’ Evening. 

Leicester District Society. At Leicester, 
at6 p.m. Lecture by Mr. A. L. Boddington, 
F.S.S., on ‘* Examination Questions in 
General Commercial Knowledge.” 

Newcastle-upon-Tyne District Society. At 
Newcastle, at 6.30 p.m. Lecture by Mr. J. 
Wilkinson, A.S.A.A., on “* Partnership Law 
and Accounts.” 


London Students’ Society. At Incor- 
porated Accountants’ Hall, at 6.15 p.m. 
Lecture by Mr. J. H. Ellison on * Some 
Notes as to the Liability to Income Tax of 
Foreign Possessions.” 

Sheffield District Society. At Sheflield, 
at 6.30 p.m. Lecture by Mr. A. E. Kavanagh, 
F.C.A., on “ Fixed Trusts.” 


Burnley Students’ Society. At Burnley, 
at 7.30 p.m. Income Tax Computation Test 
and Discussion. 

South Wales and Monmouthshire District 
Society. At Cardiff. Mock Creditors’ Meeting, 
(Students’ Meeting.) 


Birmingham District Society. At Birm- 
ingham. Lecture by Mr. Sargent Florence 
on ** Retail Costs and Profits.” 

Hull District Society. At Hull, at 7.15 p.m. 
Lecture by Mr. A. S. Wade, City Editor of 
the Evening Standard, on “ The Financial 
Kditor’s Comments upon Published Accounts 
and Prospectuses.”’ (Students’ Meeting.) 

Nottingham, Derby and Lincoln District 
Society. At Nottingham, at 6.30 p.m. Lecture 
by Mr. Arthur Radford, B.Se. (Econ.), on 
“ Statistics.” 


Bradford District Society. At Keighley, 
at 7.30 p.m. Lecture by Mr. W. H. Stalker, 
A.S.A.A., on “ Budgetary Control.” 

Newecastle-upon-Tyne District Society. At 
Sunderland, at 7.30 p.m. Lecture by Mr. 
S. Cohen, LL.B., Solicitor, on ‘ Some 
Aspects of the Law of Contract.” 


Leicester District Society. At Leicester. 
Annual Dinner. 

London Students’ Society. At Incor- 
porated Accountants’ Hall, at 6.15 p.m. 
Lecture by Mr. W. J. Back, A.S.A.A., on 
‘General Knowledge: The Questions on 
Company Practice.” 

Yorkshire District Society. At Leeds, at 
6.30 p.m. Lecture by Mr. W. H. Stalker, 
A.S.A.A., on “* Budgetary Control.” 


Liverpool District Society. At Liverpool, 
at 6.15 p.m. Discussion on Professional 
Topics. 

Sheffield District Society. At Sheffield, 
at 6.30 p.m. Lecture by Mr. F. J. Kershaw, 
LL.M., Solicitor, on “The Rights and 
Liabilities of Liquidators and Trustees.” 


March 3rd. 


March 4th. 


Mareh 5th. 


March 6th. 


March 9th. 


March 10th. 


March 11th. 
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March 12th. 


March 13th. 


March 16th. 


March 17th. 


March 18th. 


March 19th. 


March 20th. 


March 23rd. 


Mareh 24th. 


South Wales and Monmouthshire District 
Society. At Cardiff. Lecture by Mr. W. J. 
Back, A.S.A.A., on “ Solicitors’ Accounts 
under the New Act.” 

Belfast and District Society. At Belfast, 
at 7.30 p.m. Lecture by Mr. A. H. Elliott, 
LL.B., on “ Estate Duty.” (Students’ 
Meeting.) 

Manchester District Society. At Man- 
chester, at 6.15 p.m. Students’ Annual 
Meeting and Mock Public Examination in 
Bankruptcy. 

Swansea and South-West Wales District 
Society. At Swansea. Lecture by Mr. D. 
Gethin Williams, LL.B., on ‘“ Deeds of 
Arrangement.” 

Dublin Students’ Society. At Dublin, at 
6 p.m. Mock Income Tax Appeal, arranged 
by Mr. T. R. Beddy, A.S.A.A. 

Cardiff Students’ Society. 
Prize Essay Scheme Meeting. 

London Students’ Society. At Incor- 
porated Accountants’ Hall, at 6.15 p.m. 
Lecture by Mr. G. E. Radford, A.S.A.A., on 
“The Law Relating to Accounts in Insol- 
veney.” 

North Staffordshire District Society. At 
Hanley, at 6.30 p.m. Lecture by Mr. W. H. 
Stalker, A.S.A.A., on “ Process Costing.” 

North Lancashire District Society. At 
Preston. Lecture by Mr. H. A. R. J. Wilson, 
F.C.A., F.S.A.A., on “ Training for the 
Profession.” 

Nottingham, Derby and Lincoln District 
Society. At Nottingham, at 6.30 p.1a. 
Students’ Short Papers. 

Bradford District Society. At Bradford, 
at 7.30 p.m. Lecture by Mr. A. V. Tranter, 
B.Se., on ‘Income Tax in _ relation to 
Partnership.” 

Manchester District Society. 
Anniversary Celebrations. Banquet. 

Newcastle-upon-Tyne District Society. At 
Newcastle, at 6.30 p.m. Meeting for Qualified 
Members. 

Liverpool District Society. At Liverpool, 
at 6.15 p.m. Lecture by Mr. Hargreaves 
Parkinson, City Editor, The Economist, on 
** Forecasting in Business.” 

Hull District Society. At Hull. Social 
Evening. (Students’ Meeting.) 

Manchester District Society. 
Anniversary Celebrations Ball. 

South of England District Society 
(Bournemouth Regional Committee). At 
Bournemouth, at 7.15 p.m. Lecture by 
Mr. E. Westby-Nunn, B.A., LL.B., on 
“* Important Points for Examination Can- 
didates in Executorship Law and Accounts.” 

Newcastle-upon-Tyne District Society. At 
Newcastle, at 6.30 p.m. Lecture by Mr. 
R. E. Smith, F.C.A., on “ Liquidations.” 

London and District Society. At Incor- 
porated Accountants’ Hall, at 6 p.m. 
Lecture by Mr. Cyril F. C. Brodie, on 
‘Profits Insurance: Its Evolution and 
Modern Practice.” 

Yorkshire District Society. At Leeds, at 
6.30 p.m. Lecture by Mr. W. W. Bigg, 
F.C.A., F.S.A.A., on “* Cost Accounts.” 


At Cardiff. 


Fiftieth 


Fiftieth 


Birmingham District Society. At Birm- 
ingham. Lecture by Mr. J. Walker on ** The 
American Experiment.” 

South Wales and Monmouthshire District 
Society. Annual Dinner. 

Belfast and District Society. At Belfast, 
at 1 p.m. Luncheon. 

Dublin Students’ Society. At Dublin, at 
6 p.m. Debate, “ That the Examination 
is a Fair Test of Professional Competency.” 

Devon and Cornwall District Society. At 
Plymouth, at 6.30 p.m. Lecture by Mr. i, 
Miles Taylor, F.S.A.A., F.C.A., on “* General 
Commercial Knowledge.” 


March 27th. 


March 30th. 


March 31st. 


a 


SOUTH WALES AND MONMOUTHSHIRE 
STUDENTS. 

A debate between the Newport and Cardiff students 
took place at Cardiff on February 6th, under the chair- 
manship of Mr. R. R. Davies, A.S.A.A. The subject of 
debate was “ That the banking system of this country 
should be nationalised.” 

Mr. R. C. Pugh (Newport), proposing the motion, 
referred to the enormous power of the Bank of England 
and the far-reaching effects of its policy. He contended 
that an institution of such magnitude should be subject 
to Government control and that if the banking system 
were nationalised, industry and agriculture would benefit 
from a freer lending policy. He deplored the present 
wasteful competition where each bank had a branch in « 
small town which only required one banking establish- 
ment. 

Mr. R. B. Evans (Cardiff) stated that the banking 
system by its impregnability and its probity, and the 
soundness of its policy, had stood the test of time. Where 
Government interference had taken place, as in U.S.A., the 
effect was disastrous. He maintained that it was not 
possible to keep politics out of nationalisation. Govern- 
ment control would be full of dangers ; it would starve 
private enterprise and take no ordinary business risks. 
The Government had the advice of the Bank of England 
and already a number of companies had been formed to 
assist industry. 

On » vote being taken, the motion was defeated. 


QUESTIONS IN PARLIAMENT. 


Income Tax (MacMillan Committee’s Report). 


On February 4th Sir J. Jarvis asked the Chancellor 
of the Exchequer whether he has yet received the report 
of the MacMillan Committee with regard to the simplifica- 
tion of the income tax laws of this country ; and whether 
it is proposed to take an early opportunity to pass legis- 
lation with regard to this matter ? 

Mr. CHAMBERLAIN: I understand that the Committee 
hopes to present its report next month. As regards the 
latter part of the question, as has previously been 
announced, it is proposed to afford to important repre- 
sentative bodies the opportunity of considering the 


- Committee’s report and making representations before 


legislation is introduced. 


Professional Appointment. 


Mr. C. A. J. Hunter, Incorporated Accountant, has been 
appointed Deputy Borough Treasurer of the Corporation 
of West Ham. 
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Rebiews. 


Schedule ** A’ Tax: Its Assessment and Collection. 
By Donald L. Forbes, A.C.A. London: Gee & Co. 
(Publishers), Lid., 6, Kirby Street, E.C.1. (44 pp. 
Price 3s. 6d. net.) 

Many publications have been issued on the subject 
of income tax, but few dealing specially with the Schedule 
A section. Mr. Forbes explains first the basis and 
mode of assessment, including the questions of repairs 
allowance, increasing rents and weekly tenancies. In 
Chapter II he deals with procedure on appeals and the 
position with regard to unoccupied property, sub-letting 
and beneficial occupation—that is, where a tenant occupies 
premises rent free. The final chapter is devoted to 
maintenance claims, sporting rights and building society 
interest, and appended there is a list of the cases referred 
to in the book, giving the pages where the references 


appear. 


Questions in Mercantile Law, with Notes of 
Answers. By W. J. Weston, M.A., B.Sc., Barrister- 
at-Law. London: Sir Isaac Pitman & Sons, Ltd., 
Parker Street, Kingsway. (94 pp. Price 2s. 6d. net.) 

The method adopted by Mr. Weston in dealing with 
the broad subject of Mercantile Law is attractive. The 
procedure of question and answer has the effect of bringing 
out very clearly the salient points, whereas the mere 
reading of a book may leave them undetected. The 
book is based on Slater’s Mercantile Law, and references 
are given to that book where fuller information is obtain- 
able. The questions set are taken mainly from examina- 
tion papers, including those of the Society of Incorporated 

Accountants and Auditors, the Institute of Chartered 

Accountants and the Chartered Institute of Secretaries. 


Organisation and Administration of Industry. 
By F. T. Lloyd-Dodd, M.A., D.Sc., and H. J. Lynch, 
Ph.D., B.Sc. London: Sir Isaac Pitman & Sons, 
Ltd., Parker Street, Kingsway, W.C. (502 pp. Price 
15s. net.) 

This book provides a complete introduction to industrial 
science. Part I deals with the different phases of industrial 
history, the industrial revolution, and the technical 
progress of industry during the last century. In Part II 
the aim is to show the general relation between industry 
and the economic world as a whole and to indicate broadly 
the general tendencies along which it is developing. The 
practical aspect of the administration of industry is dis- 
cussed in Part III, including planning, organisation, 
management, w and efficiency and industrial training. 
The book concludes with a bibliography giving the works 
and authors’ names of a large number of books bearing 
upon the subject. 


Scottish Rotes. 


[FROM OUR CORRESPONDENT. ] 


Meeting of Scottish Council. 

A meeting of the Council of the Scottish Branch was held 
in Glasgow on the 7th ult., Mr. Robert T. Dunlop, President 
ofthe Branch, in the chair. There were also present: Mr. W. 
Davidson Hall, Mr. William Houston, Mr. P. G. S. Ritchie 
Glasgow ; Mr. Walter MacGregor and Mr. D. R. Matheson, 
M.A., LL.B., Edinburgh ; Mr. E. Mortimer Brodie, Port 
Glasgow ; Mr. D. M. Muir, Dunfermline; Mr. W. L. 
Pattullo, Dundee ; Mr. W. J. Wood, Perth ; and Mr. James 
Paterson, Secretary of the Branch. 


Apologies for absence were intimated from Dr. John 
Bell ; Mr. J. Stewart Seggie ; Mr. Alexander Davidson ; 


Mr. John A. Gough ; Mr. W. Hill Jack, and Mr. E. Hall 
Wight. 

Before commencing the business proper of the meeting, 
the Chairman referred to the loss sustained by the nation 
by the death of King George and the members signified 
their feeling of regret by standing in respectful silence for a 
few moments. 


The Secretary made very full reports on a number of 
matters relating to the profession and to the interests of 
Scottish members generally, particularly with regard to 
candidates for the Society’s examinations. The results 
of the November examination were reported, and the 
Council noted with pleasure that two Scottish candidates 
had obtained Honours—Mr. J. C. Cremin, Perth, had 
obtained first place in the Intermediate examination, and 
Mr. Thomas Methven, Linlithgow, first place in the 
Preliminary examination. It was resolved to award 
these two candidates prizes from the W. D. Hall Fund. 


The Chairman made a very full reference to their report 
on the work of the London Council, on which he and the 
Secretary represented the Scottish Branch, and replied 
to a discussion on various matters raised by this report. 


A considerable number of items were on the agenda and 
were variously dealt with. The annual meeting was 
fixed for March 6th. 


Glasgow Students’ Society. 

A joint meeting of the Glasgow Incorporated Account- 
ants’ Students’ Society and the Students’ Society con- 
nected with the Glasgow Branch of the Chartered Institute 
of Secretaries was held on the 21st ult. A paper was read 
by Mr. R. H. Denholme, of the Burmah Oil Company, 
Limited, on *‘ Transmission of Shares, including Registra- 
tion of Probates, Confirmations, &c.” 


Dr. John Bell, F.S.A.A., Glasgow. 

It is with sincere regret that we have to record the death 
of Mr. John Bell, F.S.A.A., Glasgow, better known by his 
musical degree as Dr. John Bell. Dr. Bell was one of the 
oldest members of the Scottish Branch, and had been 
one of the Vice-Presidents for many years, taking an 
active interest in all its work. Up to the end of 1935, 
when he decided to retire, he had carried on an account- 
ancy practice for over fifty years, and at the same time 
trained and conducted a highly popular body of singers 
known as ** Dr. Bell’s Select Choir,”’ besides being more or 
less interested in other musical societies, in which he took 
an active part. Dr. Bell was a perfervid Scotsman, and 
his voice and pen were ever alert to challenge ape 
which he considered an invasion of Scottish rights, an 
his fights for the Scottish national flag did not stop at 
speeches and vigorous newspaper correspondence, but 
formed the subject of compositions for songs in praise of 
Scotland and Scottish rights. Dr. Bell was secretary of 
the Scottish Musical Artists’ Benevolent Fund for over 
30 years, and in this capacity was closely in touch with, 
amongst other Scottish musical artists, Sir Harry Lauder. 
Of distinguished appearance and striking personality, 
combining great energy with a charming sense of humour, 
Dr. Bell carried his 84 years lightly, and his sudden death, 
just after stepping into a tram-car, came without warning 
and was a shock to his many friends in Scotland. 


Notes on Legal Cases. 


|The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B. :— 
T.L.R., Times Law ; The Times, The Times 
Newspaper ; L.J., Law Journal ; L.J.N., Law Journal 
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Newspaper; L.T., Law Times ; L.T.N., Law Times 
Newspaper ; S.J., Solicitors’ Journal ; W.N., Weekly 
Notes ; S., Session Cases (Scotland); S.L.T., Scots 
Law Times ; 1.L.T., Irish Law Times ; J.P., Justice of 
the Peace (England) ; L.G.R., Knight’s Local Govern- 
ment Reports; B. &. C\R., Bankiuptcy and Company 
Cases. 
The other abbreviations used in modern reports are H.L., 
House of Lords ; A.C., Appeal Court (House of Lords and 
Privy Council) ; C.A., Court of Appeal; Ch., Chancery 
Division; K.B., King’s Bench Division; P., Probate, 
Divorce and Admiralty Division ; C.S., Court of Session 
(Scotland) ; J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice ; L.C., Lord Chancellor ; M.R., Master 
of the Rolls; N.I., Northern Ireland; P. Pres., President 
of Probate, Divorce and Admiralty.] 


COMPANY LAW. 


In re Sherborne Gas and Coke Company. 
Substitution of Memorandum and Articles for Deed of 
Settlement. 


Bennett, (J.) held that a company registered under the 
Companies Act, 1908, and with a deed of settlement 
can, if it satisfies sect. 5 of the Act of 1929, substitute a 
Memorandum and Articles for the Deed of Settlement. 


(Ch. : (1935) L.J.N., 437.) 


In re Vernon Heaton. 
Transfer of Jurisdiction to County Court. 
Bennett (J.) held that the Court has jurisdiction to 
transfer any winding up proceedings from the High Court 
to the County Court notwithstanding that the County 
Court has only a limited jurisdiction to wind up. 


(Ch. : (1936) L.J.N., 9.) 


EXECUTORSHIP LAW AND TRUSTS. 
In re Gregory ; How v. Charrington. 
Subsidised Charity. 

A testator, who by his will gave the residue of his 
property to certain charities, made it a condition of the 
gift that the charities should not be taken over or sub- 
sidised by the State or by any public or local authority. 
One of the institutions, which had a school attached 
recognised by the Board of Education as a public ele- 
mentary school, receiving grants in aid of teachers’ 
salaries from the local education authority. 

It was held that the grants did not amount to a subsidy 
and that the charity was not prevented from receiving a 
share of the residue. 

(Ch. ; 1936, 52 T.L.R., 130.) 


Arning v. James. 
Appointment of Trust Corporation as Trustee. 

One of two trustees under a settlement, which gave no 
power to trustees to charge for their services, was desirous 
of retiring from the trust. By a deed of appointment 
a bank was appointed to be managing trustee, together 
with the continuing trustee and, separately, custodian 
trustee, with the object of enabling it to charge fees 
under sect. 4 (3) of the Public Trustee Act, 1906. 

It was held that the whole appointment was ineffective, 
and that the retiring trustee was never in his lifetime 
discharged from the trusts. 

(Ch. ; 1936, 1 Ch., 158.) 


REVENUE. 


In re Bullock-Webster ; Royal Exchange 
Assurance v. Royal Trust of Canada. 
Property not passing to the Executor as such. 
The right conferred by sect. 9 (4) of the Finance Act, 
1894, on executors who have paid estate duty on property 


not passing to them as such to be repaid by the trustees 
or owners of the property the rateable part of the estate 
duty on the estate, in proportion to the value of the 
property not passing to them as such, applies to personal 
property in British Possessions to which sect. 20 of the 
Act applies, notwithstanding the special relief given by 
sect. 20 in respect of the estate duty on any such property. 
The charge in respect of the rateable part enacted by 
sect. 9 (1) is made inapplicable to property in such a 
British Possession by sect. 20 (2), but there is nothing in 
sect. 20 to take away the right conferred by sect. 9 (4). 


(C.A. ; 1986, 1 Ch., 1.) 


Rex v. Income Tax Special Commissioners. 
Withdrawal of Appeal against Assessment. 

The Court of Appeal affirmed the decision of the 
Divisional Court (see Incorporated Accountants’ Journal. 
December, 1935, p. 106), and held that when a subject 
has given notice of appeal under the Income Tax Act, 
1918, to the General or Special Commissioners, against 
an assessment to income tax, he cannot withdraw the 
appeal. In making assessments and dealing with appeals, 
the Commissioners are not in the position of a Judge 
deciding an issue inter partes, but are exercising a statu- 
tory authority and a statutory duty, which is to assess 
or estimate the amount on which, to the best of their 
judgment, the subject ought to be taxed. 


(C.A.: 1986, 52 T.L.R., 143.) 


Dealler v. Bruce. 
Charges on Income. 

The respondent’s mother by her will bequeathed certain 
shares in a limited company to a bank to hold on trust 
and out of the income thereof, and, if and so far as the 
income might be insufficient, out of the capital thereof, 
to pay an annuity to the respondent’s sister. The bank 
had power to sell or mortgage the shares in whole or part 
in order to pay the annuity or to provide a capital fund 
to secure the annuity, provided that, if and so long as 
the respondent should himself pay the annuity to his 
sister, the bank should permit him to receive any dividends 
on the shares and should not sell or dispose of them with- 
out his consent. No dividend was in fact paid on the 
shares at the material times and the respondent paid 
the amount of the annuity out of his own moneys to the 
bank, and the bank in turn paid the sum to the annuitant. 

It was held that the annuity was paid by the respondent 
under the terms of the will and that it was an annual 
payment to be deducted in arriving at the amount of his 
total income. 

(C.A. ; 1936, 19 T.C., 1.) 


Eagles v. Levy. 


Emoluments of Office. 

The respondent commenced an action against a company 
of which he had been chairman and managing director, 
for the recovery of the balance of the remuneration to 
which he considered he was entitled under a service agree- 
ment which had been terminated by mutual consent. 
The action was settled without an order of the Court on 
the terms that the respondent should receive from the 
company an agreed sum without costs. The General 
Commissioners reduced an assessment to income tax by 
the amount of the costs incurred by him. 

It was held (a) that the costs of the action were not 


‘necessarily incurred by the respondent in the performance 


of his duties of his office so as to be deductible under 
Rule 9 of Schedule E ; and (b) that as on the evidence before 
them the General Commissioners could not properly come 
to any other conclusion than that the sum received by the 
respondent in settlement of the action did not include 
any amount in respect of his costs, the whole sum received 
was assessable. 


(K.B. ; 1986, 19 T.C., 23.) 
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